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2 STOCKS 


Our staff has just uncovered two 
issues which we believe will show 
very substantial appreciation for 
the next several months, One, an 
equity selling around $10, possesses 
an unusually interesting technical 
pattern. 


The other, currently quoted in the 
low 40’s, is now in relatively clear 
ground for a rise of 20 to 30 points. 


To new readers only we will send: 
1. The names of these two out- 
standing issues; 2. The last copy of 
our Short Interest Barometer; 3. 
Terse comment on 67 popular stocks 
on most of which supports, resist- 
ances and objectives are given; 4. 
Our current Bulletin plus the next 
four issues on receipt of only $2 


STOCK TREND 
SERVICE 


Div. M-15 Springfield 3, Mass. 











FROEDTERT 
GRAIN 

and MALTING 

COMPANY, INC. 


“Largest Commercial Maltsters 
in the World” 
DIVIDENDS DECLARED 
The Board of Directors of 
Froedtert Grain and Malting 
Company, Inc., today declared 
regular quarterly dividends of 
twenty-five cents (25¢) pershare 
on the Common Capital Stock 
of the Company and fifty-five 
cents (55¢) per share on the 
Preferred Stock of the Com- 
pany, both payable January 31, 
1946, to stockholders of record 

January 15, 1946. 
ALVIN R. CORD 


Vice President 
and Treasurer 


Milwaukee, Wis. 
December 18, 1945 
































ALBERT RAMOND 
& ASSOCIATES, INC. 
Serving American Industry Since 1916 
INDUSTRIAL ENGINEERS 
Cost Reduction + Improved Wages 


Production Management 
CHRYSLER BUILDING, NEW YORK 17 
TRIBUNE TOWER, CHICAGO 11 
RUSS BUILDING, SAN FRANCISCO 4 
200 BAY STREET, TORONTO 1 
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INVITATION FOR POSTWAR TRAVEL 


The war has done much to popularize air travel. In the months and years 
to come, smiling airline hostesses will welcome ever-growing numbers of 


air travellers for safe and speedy transportation to all parts of the globe. 
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The Trend 


ABILITY TO PAY... President Truman in ruling 
that “ability to pay” is always relevant to the wage 
increase issue has squarely aligned himself with the 
militant wing of organized labor, thereby bringing 
himself in direct conflict with the spearhead of Big 
Business. The fact-finding panels in pending wage 
disputes are now being asked by the unions to con- 
sider profits of employers as a measure of their abil- 
ity to raise wage rates. Should their decision be in 
the affirmative, in any given case, it is likely to raise 
a multitude of economic issues. 

Some of the questions that might justly be asked 
are: What is a fair profit for an industry? Above 
which level are profits to go into wage increases? 
How shall future profits be estimated, since present 
disputes cover the future rather than the present? 
And finally, what proportion of total profits should 
labor be allowed to claim? Even more serious, of 
course, will be the fundamental question of tamper- 
ing with the profit motive, the main driving force 
behind all private enterprise. The fact is that ques- 
tions arising from the fact-finding procedure are 
reaching to the very roots of our economic system. 
Should fact-finding boards hold that profits shall 
play a determining part in the settlement of wage 
issues, the enterprise system will be threatened from 
a new direction. For if an increase in profits is to be- 
come an accepted reason for raising wages, there 
will be little incentive left to achieve it. 

In the present past, Congress has undertaken var- 
ious moves to restore the profit incentive. Repeal of 
the excess profits tax was one step. Many members 
of Congress have urged OPA to refrain from any 
attempt to control profits in fixing price ceilings. 
Official statements on reconversion policy have 
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stressed a policy of reliance upon private enterprise 
for providing adequate employment; and private 
enterprise—as we all know is—entirely dependent on 
the profit motive for successful operation. Now, in 
direct contradiction of these moves and attitudes 
comes the new thesis of “ability to pay.” It is quite 
obvious that any effort to strengthen private enter- 
prise will prove futile if labor simultaneously is per- 
mitted to establish its pretension to a claim on in- 
creases in profits for its own exclusive benefit. Car- 
ried to its logical conclusion, such a policy would pre- 
clude any future industrial growth, would severely 
throttle any entrepreneurial activity on which, in 
the last analysis, our economy and the national wel- 
fare depends. In short, we cannot have our pie and 
eat it too. We cannot expect private enterprise to 
function properly, to produce a maximum of goods 
and furnish maximum employment, if the reward of 
enterprise is diverted into wage increases as quickly 
as it is realized. 

At the present juncture, the “ability to pay” 
thesis would go even farther; it advocates diversion 
of profits before they are actually realized on the 
theory that future profits will be large enough to 
permit higher wages to be paid now. This points up 
the real trouble with “fact-finding” in the reconver- 
sion period; for either there are no sufficient facts 
whereon to base a sensible decision, or else the facts 
are subject to change. The point was made clear by 
the recent statement of the Ford Motor Co., pointing 
out that wage increases would have to be based on 
guesses of what volume of production and future 
costs will be. And guesses, clearly, are no basis for 
deciding weighty matters of this nature. 

Also, operating costs vary among individual com- 
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panies in any given industry. Would labor be satis- 
fied with below-average wage rates in the case of 
high-cost companies? Odds are very much against it. 
And how about proven inability to pay higher 
wages, such as in the steel industry. The latter’s “in- 
ability,” at present price schedules, is privately ad- 
mitted by union leaders; yet a demand for a 30% 
wage boost is being pressed. In this case, ability to 
pay is dismissed as a criterion; higher wages are 
sought at all costs, that is at the expense of the 
consumer who must pay higher prices. 


Viewed from whatever angle, ability to pay as a 
standard for wage boosts at this time strikes one as 
an unworkable thesis that raises more questions 
than it settles. The time when such fact-finding 
might be useful is certainly not now, for in the ab- 
sence of volume production and with future cost 
factors uncertain, no reliable facts can be found on 
which to base an equitable and workable decision in 
the wage disputes now impeding production. 


FRENCH DEVALUATION .. . Devaluation of the 
French franc, or better perhaps its revaluation, 
widely expected for some time, has now become a 
fact and the only surprise attached to the move was 
the new franc rate. Competent opinion is divided as 
to the ultimate practicability of the new rates of 
about 119.90 francs to the dollar and 480 francs to 
the pound sterling. This places a somewhat higher 
value on the French currency than some quarters 
anticipated; in black market dealings on the Conti- 
nent, as much as 200 francs were paid for the dollar 
in recent months. However, all hands agree that the 
move was one in the right direction and will prove 
an important aid in France’s economic reconstruction. 


A year and a half ago, the French franc rate was 
arbitrarily fixed at 50 to the dollar and continued so 
on the ground that an overvalued currency make 
imports cheap. And France needed, and still needs, 
imports badly. However, this didn’t work out. More- 
over, the expensive franc acted as a barrier to pro- 
duction of French export goods. At the new and 
lower rate, many hitherto prohibitively priced 
French goods should now find a readier market 
abroad, especially in this country and in Britain, 
where such goods can now move more freely into 
consumption at lower prices. 


The French have made progress in rebuilding 
their economy but a great deal remains to be done. 
Import needs, especially for machinery and equip- 
ment, are heavy. Part of the funds required to pay 
for them can now be raised by exporting luxury 
goods. Such two-way trade requires a realistic ex- 
change relationship with other currencies, and the 
revaluation move has taken cognizance of this fact. 


For purely internal reasons, too, the step was nec- 
essary. Uncertainty over the franc’s future status 
had a very disturbing effect on the internal economy, 
impeding initiative and creative economic stagna- 
tion. With revaluation an accomplished fact, busi- 
ness can now proceed with greater assurance, Even 
the enormous black market may soon become a thing 
of the past, which would mean a big step forward. 


Only time will tell, however, whether the new 
franc rate is sufficiently conforming to realities to 


be maintained. It can remain stabilized at its new 
level only if France adopts policies which make fur- 
ther devaluation unnecessary. This includes policies 
conducive to stepping up of production in order to 
hold down the price level; reduced Government ex- 
penditures, long-term credits from abroad and sound 
tax measures. The first mentioned is perhaps the 
most important over the immediate future. Should 
commodity prices rise further because of limited pro- 
duction of goods, it might become difficult to main- 
tain future currency stability and a new situation 
would soon be created. 


FATE OF PRICE CONTROL .. . Though the OPA is 
seeking an early extension of price control beyond 
the June 30 expiration date, there seems currently 
little chance that the congressional hearings on the 
subject can be started at an early enough date to 
assure passage of the extension law by early Spring. 
Even if extension is ultimately enacted, procedure is 
likely to be protracted and wider industry demands 
for amendments and revisions are bound to delay 
final action. 


Lacking the excuse of war necessity, the OPA and 
the Administration forces may be confronted with 
many more requests for revisions than in earlier 
years. Many more witnesses will want to be heard. 
The most common charge against OPA today is that 
price ceilings are impeding production and reconver- 
sion, and this charge will undoubtedly receive a thor- 
ough airing before the congressional committees. 

OPA and Administration quarters have frequently 
stated that one of the principal reasons for an early 
extension is to instill confidence in steady prices. A 
last minute extension in May or June might create 
a situation similar to that following repeal of the 
excess profits tax; namely that producers and dis- 
tributors might hold goods off the market in the 
hope of realizing substantially higher prices after 
June 30. This of course must be avoided at all costs, 
for our already severely strained price structure 
would hardly be able to stand it. 

Extension of price control for a limited period will 
probably have considerable congressional and public 
support; to business, the idea for obvious reasons is 
less palatable. A good case can be made for it in in- 
stances where due to special circumstances, short- 
ages threaten to be long continued—such as in re- 
spect to rents on existing housing. But price policy 
which acts to impede production must have the 
effect of accentuating the pressure for higher prices 
which price ceilings are designed to prevent. Also, as 
we well know, such price control tends to distort the 
pattern of production. Our wartime experience with 
low-priced goods production is an excellent case in 
point. In the light of it, reconsideration of existing 
policy is certainly in order, for the alternative may 
well mean fewer jobs and greater inflationary pres- 
sure, the opposite of official intention. 

But above all, everything should be done to act 
quickly in order to clarify the situation. Without 
question, extension of price control in severe short- 
age fields is in the public interest. But impossible 
price relationships now enforced by OPA should be 
revised to conform to realities rather than with rigid 
theory. Only then can industry move ahead. 
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By ROBERT GUISE 


APPEASEMENT AT MOSCOW 


HERE is no need of searching deeply for the real 

significance of the Moscow conference results as 
embodied in the lengthy official communique. Secre- 
tary of State Byrnes has already presented it in a 
nutshell, concisely and accurately, when he declared 
prior to his departure from Moseow that the ‘“im- 
portant thing” about the conference “is that closer 
relations have been established, so that the possi- 
bility of agreement has been greatly increased.” 
These words speak for 
themselves. But we 
must be grateful for 
Mr. Byrnes’ candid 
statement. He is tell- 
ing the country open- 
ly and exactly what 
has been accomplished 
at Moscow. The offi- 
cial communique tells 
us what price we had 
to pay for being again 
on speaking terms 
with our Russian ally. 

It all goes back, of 
course, to the unsuc- 
cessful London meet- 
ing of Foreign Minis- 
ters. At that time we 
thought that the mo- 
ment had come to pur- 
sue a tougher policy 
towards Russia, and 
indubitably, this atti- 
tude had very wide- 
spread support in our 
country where there 
was a good deal of dis- 
satisfaction with and 
concern about’ Rus- 
sia’s intransigence in 
the world _ political 
arena. Unfortunately, 
changing our tune 
didn’t work; the result 
was worse than just 
the failure of a con- 
ference. The outcome 
was a complete diplomatic deadlock. Russia with- 


drew within her shell, Stalin went on a prolonged. 


vacation, interallied relations were practically at a 
standstill. And the world grew increasingly nervous. 
Something had to be done to dispel the clouds of 
new conflicts that had begun to rise ominously on 
the horizon. Something finally was done, by the 
western allies — not by Russia. The western allies 
took the initiative for the Moscow meeting; they 
went to Moscow, and not the Russians to London 
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Will Their Flags Fly In Harmony? 





With apowogies to Fitzpatrick in the St. Louis Post-Dispatch 


or Washington. And at Moscow, we learn, “cordial 
relations between the three nations have been re- 
established.” 

This, it appears, is the real significance of the 
Moscow results: the ending of the diplomatic dead- 
lock that existed since the London meeting of for- 
eign ministers. In order to end the deadlock, we had 
to make many concessions. The so-called construc- 
tive results, that is the various “agreements” dealt 
with in the official 
communique for the 
most part deal primar- 
ily with pro- 
cedures for settling 
problems rather than 
with solutions for the 
problems themselves. 
They still leave every- 
thing wide open, a 
free field for bicker- 
ing, horse trading and 
discord. Also, it marks 
a clear return to the 
Yalta formula. Our at- 
tempt at a tough pol- 
icy vis-a-vis Russia 
has been abandoned 
in favor of appease- 
ment in the best style 
of old-fashioned power 
politics. It means a re- 
turn to the policy long 
advocated by Russia 
that the “Big Three” 
must hang together, 
somehow; small na- 
tions may well keep 
their fingers crossed. 

One can take the 
mere fact of “con- 
structive” talks and 
certain tentative 
agreements as a gain, 
or as some put it, “a 
victory for peace.” 
Probably it is, but it is 
a rather abject and 
oblique way of looking at it. Considering the numer- 
ous omissions, the many frictional points on which 
not even agreement as to procedures or construc- 
tive preliminary conversations were possible, one 
must come to the conclusion that “peace” in the 
sense of anything approaching political harmony 
between the Big Three is still far off. They have 
agreed to talk again, to have another try at settling 
existing differences. Considering the price we had 
to pay for this, one shud- (Please turn to page 426) 
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The Market as We Enter 1946 


The underlying economic-financial factors remain bullish for the longer-term. How- 

ever, the short-term prospect appears to be a bigger question mark than in 

some time, for reasons discussed below. For the present we feel more cautious 
about new purchases, more inclined to favor comfortable cash reserves. 


By A. T. MILLER 


be 1945 the stock market, measured by whatever 
average or index, reached the highest level in 
more than eight years. A good many individual 
stocks rose to the highest prices since 1929. A few 
surpassed their 1929 highs. At the end of the year 
the bull market had been in progress almost exactly 
44 months, during which all corrective reversals— 
with the exception of one as far back as 19483—were 
of unusually small scope, against past experience. 

That summary of facts should be more provoca- 
tive of thought than the mere shift to a new calen- 
dar year. It would seem indeed to call for more than 
casual year-end stock-taking. Obviously, stock mar- 
ket bargains, in an absolute sense, are no longer 
available; and selections can only be relatively at- 
tractive, within the limitations inherent at an ad- 
vanced stage of a bull market, even if one is con- 
vinced that it still has a considerable distance to go. 

In a discussion of longer-range market factors in 
our issue of last November 24, it was stated that 
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earnings equivalent to $14 a share on the Dow-Jones 
industrial average seemed a minimum expectation in 
the postwar prosperity cycle; and that $16 or there- 
abouts appeared more probable, comparing with 
$19.31 in 1929 and with $11.41 in 1937. It was fur- 
ther noted that, should earnings be capitalized at 
the peak 1937 ratio, the lower projection suggested 
a hypothetical level of 238 for the Dow industrials, 
the higher one 272. 

Those “objectives” are, respectively, 22% and 
38% above the recent high in this average—but the 
average already has advanced over 110% from its 
last major low. At best, in other words, the percent- 
age potentiality has been considerably reduced, the 
long term risk factor proportionately increased as 
stock prices advanced. It is not feasible to make 
similar calculations on our composite index of 290 
stocks. Though it may have a further important ad- 
vance—and our general feeling is that it probably 
will, at some time within 1946—tthere is no longer 
any “objective” against which to make comparisons, 
for this index recently approximated its 1929 high! 

If investment policy is to produce satisfactory re- 
sults, it need hardly be emphasized that one must 
now strive, difficult as it may be, to look ahead as 
objectively as possible; to put major emphasis on 
sound appraisals of individual stock values; and, 
since there are corners which none of us can see 
around, to maintain adequate protection against un- 
foreseeable contingencies. The latter requires suit- 
able diversification of the risks assumed, some cash 
reserve, alert regard for changing conditions and 
willingness to change one’s mind. 

The earnings projections we have previously cited 
for the Dow industrials are not difficult to make, and 
few qualified analysts will challenge them as reason- 
able possibilities. Yet the fact remains that any 
long term earnings calculation amounts to counting 
chickens before they are hatched: an undertaking 
involving no little risk of error. Even more to the 
present point is the possible time element involved. 
Most observers are confident of highly bullish earn- 
ings potentialities for 1947, or 1948; and in some 
lines—with no reconversion problem, a clear-cut vol- 
ume prospect, and no labor troubles—record earn- 
ings can be forecast for 1946 with fair assurance. 
But what about earnings on the Dow average for the 
next twelve months? The answer is that no firm 
estimate is possible—and this probably is the big- 
gest uncertainty influencing investment sentiment 
on the intermediate market outlook. 

Some highly important industries—automobiles, 
all types of household equipment, building — are 
much less far advanced in volume at this time than 
most people had expected a couple of months ago. 
The wait for the lower 1946 tax rate may have had 
something to do with it, but hardly as much as have 
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labor troubles and continuing supply bottlenecks. 

There are some clouds on the horizon. Whether to 
take them seriously at the present time is hard for 
many investors to decide. For one thing, business 
men and investors are waking up to the fact that 
there are far-reaching, and disturbing, implications 
in the UAW position on wages versus profits, and in 
President Truman’s stand that profits are “relevant” 
to wages. We doubt that this view—which ulti- 
mately implies a limitation of permitted profit by 
regulation of labor unions and the Government—will 
prevail. There are large sections of organized labor, 
including even some CIO elements—which do not go 
for it. For that and other reasons, approval by Con- 
gress seems dubious. But it may be an open issue for 
a while, and to some extent disturbing. Any kind of 
settlement of the wage fights in the automobile and 
steel industries will no doubt be welcomed; but in 
view of the militant manner in which the CIO has 
waged its fight, one must allow for second thought 
on the question how long it might be before renewed 
troubles break out, especially in the motor field. 

For another thing, it is already clear that the Ad- 
ministration will strive to extend OPA for six 
months to a year beyond the present statutory limit, 
which is next June 30. Congress may or may not go 
along in some part. It could be contended that exten- 
sion of OPA probably would not impinge too seri- 
ously on profit margins in most lines, but that is a 
somewhat negative argument. The average investor 
almost certainly would say that such a prospect 
could not be described as bullish and that, at best, it 
would complicate earnings appraisals. 

We can state as fact, checked through a number 
of reliable sources, that there has been one change 
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—of possible intermediate market significance—in 
investment attitude. Whatever the combination of 
reasons, the average investor in recent weeks has 
begun to take a less aggressive view of the market 
and to assume a more defensive psychology. Specifi- 
cally, an increased percentage of the clients of bro- 
kerage firms and investment counsel services express 
more or less concern about preserving large existing 
profits and reflect greater willingness to hold idle 
cash or to shift some part of profits into Govern- 
ment bonds despite the low yield. 

Whether there is in this situation the makings of 
a long-deferred reaction of considerable severity, we 
can not say. The small and strong margin position 
makes selling purely a matter of choice, but if 
enough people temporarily take the defensive atti- 
tude, a reversal of importance is possible. There are 
two technical uncertainties, which seem to cancel out. 
On the one hand, those who have been waiting to 
buy on a reaction usually lower their bids when they 
see it begin to develop. On the other hand, since the 
market is very thin, we have some question as to 
how many of those now debating profit-taking would 
be willing to cash in on sharply declining prices. 

The underlying economic-financial factors, of 
course, remain favorable. The main trend of aggre- 
gate earnings and dividends points upward. The in- 
flation of money supply, and of total investible funds, 
continues. The yield spread between prime bonds and 
representative stocks is still bullish. Unless there is 
an unpredictable change on the psychological side, 
the averages probably will go importantly higher 
eventually. It nevertheless remains true that the 
early future seems a bigger question mark than in 
some time. —Monday, December 31. 
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The gap from war to peace is virtually 
bridged. Generally, the hurdle has been 
well taken. 


Preview of 1946 Trends In The Makiné 


By E. A. KRAUSS 


S WE enter the new year, we find ourselves on 
the threshold of what we all hope will be a 
period of sustained peace and prosperity. The last 
year of world-wide conflict lies behind us. Before us 
stretches a vista of great promise and opportunity. 
As 1946 unfolds, we find that the gap from war to 
peace is virtually bridged and from an overall eco- 
nomic standpoint, the hurdle has been well taken. 
The first transitional phase, that of physical recon- 
version, is all but completed despite handicaps of 
materials and labor shortages, and latterly—indus- 
trial strife. We are now entering upon the second 
phase, that of getting into volume peacetime produc- 
tion—the initial stage of the “catching-up boom” so 
widely hailed as the keystone of postwar economic 
recovery and peacetime prosperity. 

Altogether, the changeover has been made with 
fewer shocks than many thought likely; in this re- 
spect, the behaviour of our national economy has 
been something of a surprise. Last summer, expecta- 
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tions generally pointed to a sharp let-down in busi- 
ness and to rather heavy unemployment before the 
first of the year. Neither materialized to the extent 
anticipated. While production naturally turned down- 
ward in the wake of heavy contract cancellations, the 
drop was less steep than thought probable, and un- 
employment totals likewise failed to reach their pre- 
dicted highs. And today, there are many evidences 
of uninterrupted prosperity. Business in fact is good 
though it could be better. 

Unfortunately, as we approached the end of re- 
conversion, the industrial tempo was slowing down; 
were it not for labor troubles, we would be bounding 
ahead at a faster clip. Vital sectors of industry are 
harassed by strikes, the ever-widening effects of 
which are progressively limiting our chances of rapid 
progress in the output of peacetime goods. Produc- 
tion, the real key to the new prosperity, is being 
delaved and until the factors of delay are eliminated, 
production will continue to lag. Such a trend, if un- 
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checked for any length of time, holds a serious threat 
to our national economy. 

Even today, production schedules in many indus- 
tries are two to three months behind, and these dis- 
turbances are having an adverse effect far beyond 
the range of the industries immediately affected. 
They have encouraged a waiting attitude, and some 
plants have preferred to close down until it will be 
possible to look more than a month or two ahead. 

Labor strife of course has not been solely respon- 
sible for lagging output. With price restrictions on 
the one hand and heavy wage demands on the other, 
business and industry are finding themselves sub- 
jected to a squeeze that temporarily at least is damp- 
ening a good deal of entrepreneurial enthusiasm. The 
peculiar workings of the tax law constitute another 
contributory factor. Under last year’s revenue laws, 
many businesses by mid-1945 had made just about 
all the profits they could hope to keep. For the re- 
mainder of the year, incentive was taxed out of 
existence; thus late in 1945, the promise of lower 
1946 business taxes (EPT removed) encouraged the 
postponement of as much business as possible until 
early 1946. As a result, there is now little hope for 
any substantial increase in consumer goods supply 
until mid-1946. Dreams of retail shelves well-stocked 
with reconversion goods for the 1945 Christmas trade 
had to be abandoned by an overoptimistic public. 


No Longer Operative 


The tax factor, of course, ceased to be operative 
from the first day of the new year, promising an end 
to production delays on that score alone. Henceforth 
business should move more freely, the goods supply 
expand more rapidly. But there is another cloud on 
the business horizon that may yet throw a heavy 
shadow over the production picture. It is the price 
outlook, in turn closely tied up with the labor situa- 
tion. Until this entire complex is clarified, present 
trends are expected to continue with industrial out- 


Firestone Steel 


For many manufactured products, reconversion from 
wartime to peacetime was comparatively simple. 


put, particularly in the consumer goods field, creep- 
ing instead of vigorously bounding ahead. 

It is deplorable, of course, that production should 
be retarded in this manner, for lagging output inten- 
sifies existing shortages, and shortages feed the in- 
flation danger. The hope was that the labor shortage, 
the current low worker productivity and the general 
industrial unsettlement might be but a temporary 
phase of the shift from war to peace, that inflation- 
ary pressures may quickly run into greater produc- 
tion by which alone they can be absorbed. But so far 
this is not the case. Strikes and exorbitant wage 
demands constitute a double-barreled inflationary 
threat; first on the score of lagging production which 
tends to increase consumer competition for available 
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bogged down at a time when the hous- 
ing shortage is most critical. Clothing 
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expectations but it will mount hence- 
forth, creating additional problems. In- 
dications are that by the middle of 
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half the total to be released, will have 
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125 Meanwhile prices are kept under con- 
trol but not wages. Wage increases are 
encouraged, price increases frowned 
upon. Materials rationing is ended but 











goods, and secondly, wage increases—almost cer- 
tainly to be granted—will increase costs and force 
prices higher. If under existing Government policy, 
price advances are inadmissible, higher costs will 
depress production, Either outcome is inflationary. 
Production lags due to price uncertainty are dis- 
cernible in almost every industrial field and enormous 
pressure is being brought to bear to discontinue gen- 
eral price control with the expiration of the Stabili- 
zation Act on June 30, No matter how approached, 
the price situation presents a serious dilemma that is 
bound to leave its imprint on the trend of business in 
the months to come. The immediate fear is that if 
general price control is not extended before the end 
of February, the entire price structure will break 
down under pressure of businessmen and consumers 
anticipating the end of price control in June. That is, 
businessmen may hold back in anticipation of higher 
prices thereafter, and on the same score, a wild 
scramble for goods may develop among consumers. 
If on the other hand, price control is continued, in- 
volving a painful price-wage squeeze for industry, 
the production outlook may not be too promising. 


Probable Pay Increases 


As it is, labor’s battle for higher wage rates will 
probably end with pay increases from 15% to 20%. 
Ultimately, despite OPA’s reluctance to permit wage 
boosts to find reflection in higher prices, the consum- 
ing public will have to absorb the bulk. At the mo- 
ment it is undoubtedly true, as Secretary of Labor 
Schwellenbach recently stated, that sudden removal 
of price controls could send the cost-of-living “through 
the roof” within six months. Pressure for goods, and 
pressure on price levels, is sufficiently heavy to ac- 
complish just that, and in recognition of such a 
threat, reinstitution of certain controls is already 
being resorted to. It clearly reflects official concern 
that production delays may further feed the infla- 
tionary fires, that high output of consumer goods will 
not come soon enough to ease inflationary pressure. 

Here is what is happening today. After four 
months of effort to get back to what might be called 
normality, an outright test of strength is developing 
between labor and management with the price ques- 
tion a prominent factor. Black markets in materials 
are booming; production is lagging. Construction is 
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materials prices are controlled. This 
clash of policy is creating tremendous 
pressures. To cope with them, latest 
official policy has been to move back 
toward more control; but in the long run, a gradual 
retreat from price freezing appears inevitable, taking 
the form of price concessions to industry in order to 
get the strike situation adjusted and the country 
back to work, 

Complex and difficult as the situation is, the hope 
is that a satisfactory solution can be found over the 
next few months, enabling our economy to forge 
ahead on its road to peacetime prosperity. There is 
hardly any choice, for failure to adjust existing diffi- 
culties without undue delay could have deplorable 
consequences. Even at best, it is a task demanding a 
practical and realistic approach on the part of Gov- 
ernment and the highest type of industrial states- 
manship on the part of management and labor. Once 
these difficulties are adjusted, business should move 
smartly ahead and the upturn should be maintained 
—hbarring unexpected developments—at least until 
the most pressing consumer requirements are met. 
That will take anywhere from one to five years, de- 
pending on deferred demands in individual industries. 

However, it is essential that before civilian pro- 
duction can really get going, the many paradoxes, 
contradictions and policy uncertainties that have 
cropped up on the transitional scene must find a con- 
structive solution. It is a requisite without which in- 
dustry can hardly move into the battle of production 
that must be waged in the postwar to maintain maxi- 
mum employment and assure prosperity and eco- 
nomic stability. 


Progress Made 


Nevertheless, while our attention has been focused 
on the many troubles here and also abroad, giving 
the impression that the world and business are up- 
side down, a great deal of constructive work has been 
quietly going on. The result finds expression in the 
general business curve. Overall business activity of 
course has been declining since the war’s end and this 
trend will probably continue until almost midyear. 

Industrial production as measured by the Federal 
Reserve Board Index has averaged about 202 in 1945, 
compared with a 1945 high of 236 in February that 
year and with 172 last September. The expectation is 
that in 1946 it may average about 165, equivalent to 
an average business activity comparable with 1941 
which was an excellent (Please turn to page 420) 
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By H. M. TREMAINE 


HE GRANT OF a $3.75 billion credit to Britain, 

together with the financial and trade arrange- 
ments embodied in the latest Anglo-American 
financial agreement marks a major step toward re- 
storation of a freer world economy. In conjunction 
with the Bretton Woods agreements and the forth- 
coming international trade conferences, they tend 
to promote a retreat from bilateral trading and a 
return to the unilateralism which forms the basis 
of the American trade concept. Because unilater- 
alism in trade is best suited for the American 
economy, anything that promotes it is to our ad- 
vantage. The Anglo-American financial agreement 
must be primarily viewed in that light. While its 
obvious purpose is to get British trade on its feet, 
it also very definitely should aid development of 
American foreign trade, and world trade as a whole. 


Britain as World Trade Factor 


Britain is an important factor in world trade. 
Were postwar British trade development on a rel- 
atively free basis to be stifled for lack of dollar 
exchange, our own commerce would suffer. Large 
segments of our economy are geared to satisfy ex- 
port demands; a large postwar foreign trade there- 
fore will make unnecessary readjustments here at 
home that could prove. very disturbing and dis- 
ruptive to our economy once war-time shortages 
have been satisfied and we are confronted with 
the problem of maintaining a high-level economy, 
with maximum employment, supported merely by 
normal domestic demand for goods and services. 
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Essentially, helping Britain is a question of help- 
ing our best customer. Such policy has always 
proved sound. Now that we have inherited the 
world’s financial leadership, to help Britain is not 
only sound policy but also an essential policy from 
the standpoint of effective world leadership. With- 
out question, this consideration has played a vital 
role in our decision to lend a helping hand to our 
British ally. It was justified from the standpoint 
of self-interest no less than on moral, ethical and 
prestige grounds. 

Our credit to Britain, if finally approved by Con- 
gress, assures that country of sufficient dollars to 
balance her international payments during the re- 
construction period when British imports will be 
large and exports relatively small. In effect, we 
provide her with the necessary working capital to 
carry on world trade on a relatively free basis dur- 
ing the difficult reconstruction period. In return, 
Britain has committed herself to certain actions 
and policies. Here, in short, is what the agreement 
offers to London, and what we are to get in return. 


Terms of Agreement 


England is to get credits totalling $3.75 billion, 
available as soon as the scheme is authorized in 
any amount needed at any time until the end of 
1951. Also, there is a waiver clause which would 
allow London to omit payments in years in which 
the British trade balance is unfavorable. However, 
we will not waive interest payments unless other 
creditors of Britain likewise cancel interest. The 
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total credit is to be repaid in fifty equal instal- 
ments, beginning five years after the deal is rati- 
fied. Outstanding lend-lease obligations of the 
British are written off (they reached over $29 
billions) except some $650 million worth of mate- 
rials that have been “in the pipe line” after the 
end of the war. 


British Committments 


In return, Britain had to commit herself to a 
course of action in the financial and commercial 
field that includes a number of far-reaching con- 
cessions toward freeing world trade. Within one 
year after approval of the credit, Britain under- 
takes to “unfreeze” balances derived from current 
trade. It means that proceeds from USA imports 
from Empire countries can then be used directly 
to buy American goods, abandoning the wartime 
custom of pooling dollars thus earned to be used 
according to the dictates of the pool management. 
However, this does not apply to the nearly $14 
billion of blocked sterling accounts throughout the 
Empire and in countries adhering to the sterling 
bloc such: as Argentina. These still have to be set- 
tled, during the coming year, and it will be no 
small task. In the conversations with Britain, the 
question of how to go about it was thoroughly 
discussed and a solution proposed in outline though 
final disposal rests entirely with London and the 
creditor countries involved. It was proposed that 
the latter be persuaded to scale down British ob- 
ligations as far as possible; that a portion of the 
balance be unfrozen as quickly as feasible and 
that that part of the British blocked sterling debt 
that cannot be repaid in the immediate future be 
funded. Just what portions of the £14 billion will 
fall into each of the three categories is not certain 
and subject to future negotiation. Important British 
creditors include such countries as India, Egypt, 
South Africa, Argentina and even Eire. All of these 
are anxious to buy American goods; to that end 
they will certainly hold out for the largest pos- 
sible unfreezing. Also, they will fight any large 
scale reduction of their blocked sterling credits. 

Contrary to general assumption, Britain has not 
definitely obligated herself to give up Empire trade 
















NET CHANGES IN BRITISH CAPITAL WEALTH 





1938 
1939 
1940 
1941 
1942 
1943 
1944 


-900 -600 -300 0 + 300 


MILLIONS OF POUNDS 


preferences as a part of the bargain. Instead, she 
has merely agreed to reduce such preferences 
whenever the United States, and other countries, 
agree to lower their own tariff barriers. Moreover, 
London may continue import licencing so long as 
supplies of foreign exchange are limited. This will 
mean that British imports for some years to come 
will mainly consist of essential raw materials, 
manufactured goods and foodstuffs; there will be 
little if any market for American luxuries since in 
all likelihood, British import licencing will be 
handled strictly and realistically, and above all in 
a manner designed to protect British industry. 
Similarly, the wartime custom of Government bulk 
buying of vital food stuffs and raw materials will 
be allowed to continue for some time, at least for 
another year, on the grounds of necessity; while 
it lasts, it will constitute an important barrier to 
resumption of private trade in important com- 






































Prewar 
average, 
Item on current account 1936-38 
Merchandise trade: 
RRSIOINGG TIMNDOFNS. a oa ee ee —866 
Bice Stic Ceraite GNI CNNSI he a +478 
Trade balance .. —388 
Net shipping income +105 
Net income from oversea investments palin nae +203 
Net special interest payments onsterlingdebtsand balances __..... 
Net commissions, insurance, brokerage, discounts, etc............. +37 
Net tourist expenditures —I2 
Net governmental —7 
Net miscellaneous +5 
Net invisible items +331 
Balance on current account —57 








Hypothetical Balance of Payments for the United Kingdom 


(In millions of pounds sterling at 1938 prices) 


modities. (Please turn to page 422) 
———_———- Transition ——————__ 
1946 1947 1948 1949 Total 1952 
—809 —850 —954 —924 —3,537 —1!,100 
+233 +322 +470 +631 +1,656 +800 
—576 —528 —484 —293 —1,881 —300 
+75 +105 +105 +125 +410 +165 
+130 +130 +135 +140 +535 +175 
—60 —60 —60 —60 —240 —60 
+20 +25 +30 +35 +110 +40 
0 +10 +10 +15 +35 +25 
—Il0 —Il0 —Il0 —10 —40 —1l0 
+3 +5 +5 +5 +18 +5 
+158 +205 +215 +250 —828 +340 
—418 —323 —269 —43 —1,053 +40 
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THE 


Great Demand 
FOR INVESTMENT 
AND 
VENTURE CAPITAL 


By WARD GATES 


NE of the most encouraging signals of major 
postwar prosperity is the rapid disappearance of 
“For Rent” signs in thousands of small stores. Dur- 
ing four years past, these withered symbols of inter- 
rupted enterprise have marked the departure of shop 
owners into the armed forces and factories, or busi- 
ness liquidations occasioned by shortage of goods; 
but once more now windows are being shined and gay 
lights add their allure to smart new merchandise. So 
widespread throughout the country is this resur- 
gence of little business that in short order, the half 
million which folded up after Pearl Harbor are likely 
to be restored or replaced on an expanding scale. All 
of which is a forerunner of the promised boom. 

But deeper in significance than a pump primer for 
the sale of billions worth of new goods and the em- 
ployment of labor on an over-all huge scale, is the 
underlying spirit which is giving birth to these in- 
numerable ventures; above confidence and faith is 
the willingness to risk capital in the hazardous field 
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Galloway 


of commerce. As it takes several nundred dollars of 
capital to start so much as a corner newspaper stand, 
it is safe to assume that at least $2000 is the average 
requirement for establishing a small shop, and while 
this might seem picayune in discussing the national 
economy, multiply it by 500,000 and it mounts up to 
one billion dollars, a figure usually reserved for “big 
business.” Qualitatively rather than quantitatively, 
it marks a trend by an army of savers to haul their 
precious funds out of mattresses and banks for in- 
vestment in essentially risky enterprises. 

Hope, if not necessity, is that the economic spark 
thus lighted may flame into substantial proportions 
throughout the country, in order that full employ- 
ment, a proper balance between production and con- 
sumption, and all other much discussed essentials for 
sustained prosperity may be achieved. Taking a cue 
from the expanding host of small venturers, millions 
of thrifty citizens must combine in promoting the 
expansion of our economy in a big way, by readiness 
to invest a portion of their accumulated funds in 
private enterprise, new or old. Such a program will in- 
volve risk but opportunity will be equally expressive. 


Free Capital Flow Needed 


A prominent banker recently stated that in a 
healthy economy, a constant stream of new invest- 
ment funds and venture capital must flow into the 
veins of industry, accompanied by a vigorous weed- 
ing out of unsuccessful enterprises. While this might 
sound a bit hard boiled at first glance, the diagnosis 
is merely a frank recognition that all businesses, as 
well as human beings, are subject to weakness and 
mortality. To refrain from investment for lack of 
courage, therefore, or to assume that such media as 
wholly riskless investments exist, would be an un- 
realistic and perilous attitude from the standpoint of 
our economic welfare and growth. 
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When the pendulum of investment confidence 
swung too far in 1929 and on the rebound plunged 
the nation into a pool of red ink, both investible 
funds and the spirit of enterprise suffered a drastic 
shrinkage, and until the outbreak of World War II, 
recovery was very slow. “Safety first” became the 
popular investment motivation, and in its efforts to 
enhance protection for the public, Washington itself 
hog-tied venturers with reams of red tape. Wiseacres 
proclaimed that the nation’s economy had matured 
and that the good old times when new industries 
arose to stimulate industrial progress were gone for 
ever. Thus in 1940, although production and con- 
sumption exceeded that of any year in the nation’s 
history, 9 million unemployed walked the streets be- 
cause the advance of technology had not been matched 
with a corresponding expansion in new undertakings 
and entrepreneurial courage. 


Opportunity Still Beckons 


Due to the amazing activity achieved through war 
production, however, the nation has been reminded 
as never before that the horizon of opportunity still 
dazzles, and has experienced the thrill of record 
breaking production, full employment and widespread 
enlargement of incomes. Through fortuitous circum- 
stances, the abnormal purchase by the Government 
or nearly 70% of the rational product, which made 
possible the wartime p ‘osperity, is certain to be fol- 
lowed by an unprecede ited demand from civilians for 
long denied goods. Ard never since time began has 
the public accumulat .d such buying power to fulfill 
its desires. As cert‘ in as anything can be, oppor- 
tunity never beckoned more invitingly. 

Sight must not be lost that the duration of the 
coming boom will depend largely upon a generous 
outpouring of new investment capital to provide 
ample jobs and to sustain purchasing power to ab- 
sorb the tidal wave of goods which will gradually 
swamp the markets. Present capacity to produce is 


enormous and large corporations plan to spend $9 
billion for near-term expansion, about $6.8 billion of 
which is already in the till as a result of accumulated 
earnings. It is estimated that only $590 million in 
new securities will have to be sold, as bank loans and 
other sources will supply the needed balance. Impres- 
sive as these prospects are—in terms of potential 
employment—fact is that until the outbrea‘ of war, 
unit manpower efficiency had increased by 40% dur- 
ing a decade and technology has made great strides 
in the last five years. Tremendous production there- 
fore will be required to absorb the expanding supply 
of available labor. 

Granted that the reservoir of employed labor is 
successfully kept at a high level, a survey made by 
the Twentieth Century Fund takes the view that an- 
nual capital expenditures of nearly $8 billion will be 
required to assure an adequate supply of goods and 
services, and at that for an indefinite period ahead. 
From this angle, arguments are reversed by pointing 
to investment needs and opportunities rather than 
considering capital as a prop to assure fuller employ- 
ment of labor. While a consilerable portion of the 
capital outlays mentioned in this survey will involve 
no issuance of securities to attract investors, com- 
mercial and industrial outlays alone account for an 
annual total of $5.2 billion. Although surplus working 
capital undoubtedly will provide part of these funds, 
new securities will be relied upon to supply the bal- 
ance; in order to make the offerings attractive, prof- 
itable opportunities must be outlined to prospective 
shareholders or potential partners in a venture. 


Past Inspiration for Future 


The spectacular economic history of our country is 
replete with instances of blossoming industries the 
growth of which has made fortunes for early inves- 
tors armed with courage to take a dare in the estab- 
lishment of new concerns, or willing to contribute to 
the advancement of enterprises experiencing “grow- 
ing pains.” Far too often (Please turn to page 421) 
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Happening tn Washington 





PRESIDENT TRUMAN entered the New Year facing a 
hostile Congress. One of his final acts of 1945 was 
to call for a strengthened Fair Employment Practices 
Act, and the South rebelled again. Rep. Gibson of 
Georgia, for instance, said his part of the country 
must oppose Truman “as we had, also, to oppose his 
predecessor.” 


BUT THE PRESIDENT’S OUTLOOK on Capitol Hill 
was not as dark as that statement indicates. Per- 
haps Chairman Herbert Brownell of the Republican 
National Committee more closely appraised the polit- 
ical situation when he urged the GOP not to support 
anti-administration Democrats. They’ll stand by 





WaSHINGTON SEES: 


In spite of criticisms *hat will be heard, Con- 
gress is returning to Washington fer the second 
session of its 79th meeting with a record of im- 
portant actions taken in 1945. For example, Sen- * 
ate ratification of the United Nations Charter 
without crippling amendments, legislation to per- 
mit use of United States forces to suppress 
aggression, Bretton Woods Agreements, recipro- 
cal trade agreements extension, broadened lend- 
ing authority of the Export-Import Bank, and com- 
mitments to carry out pledges to the United 
Nations Relief and Rehabilitation Administration. 





The domestic field was not so well plowed. In 
addition to measures heretofore mentioned there 
are still such projects as laws to provide emer- 
gency relief for displaced workers, improved col- 
lective bargaining machinery and many others 
which are stalled at various points along the 
legislative route. 


Most encouraging aspect of the Congressional 
session which ended just before the Christmas 
holiday was the economy move which clipped 
millions from budgets—and it was bi-partisan. 

On the labor front, Congress is worried. Strikes 
are in progress, many others threatened. And 
leaders who pleaded months ago for a new code 
of labor legislation to be in readiness for recon- 
version are truthfully saying, “We told you so!” 








By E. K. T. 


Roseanne 


their chief on policy matters, he warned. And, ex- 
cept for Jabor issues, there seemed no likelihood that 
the desertion threatened by Gibson would be across- 
the-board. 


THE ADMINISTRATION already had been given a 
taste of what Congress will do with his labor pro- 
gram. The watered-down full employment bill 
brought sparks from the President but no encour- 
agement in his hope that it might be strengthened. 
And he entered 1946 with the labor-management 
conference a thing of the forgotten past, with labor 
calling for a more positive supporting hand from the 
White House, and with employers demanding that 
the President “do something” about the strike situa- 
tion. The “something” he attempted—fact-finding 
panels—backfired on the question of making profits 
and sales prices part of the facts to be found. 


RATIONING AND CONTROL over scarce materials, 
except that governing building materials, were laid 
aside, temporarily perhaps. And refusal of Congress 
to approve a requested one-year extension of the 
Second War Powers Act fixed June 30 as the outside 
expiration date of the many executive functions 
which flow from that organic law. 


MERGER of the military units was an issue that 
promised to carry well into 1946. There was some 
confidence among Navy supporters on Capitol Hill 
that the President would be reversed on this subject 
also; that a closer unity between army and navy 
would be legislated into existence, but not a complete 
merger. 


COMPULSORY military training was losing ground, 
the President’s plan for national health “insurance” 
was popularly received at first but lost popularity 
when it became known that another, and larger, 
payroll tax would be one of its features. 


TAX EXPERTS in Congress hoped for eventual reduc- 
tions that would substantially lessen the burdens of 
individual payers but could see nothing in sight ex- 
cept pecking away, here and there. The corporate 
picture looked better; consciousness had seemed to 
come that ability to provide jobs depends upon the 
existence of working capital, the retention of some 
of the profits earned. 
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National elections still are almost three years away but 


{ Z Washington politicians and news correspondents — particularly 


the latter — already are selecting as the New Year dawns, "men 
to be watched." 


The next campaign will be normal in at least one respect, 
namely, that the democratic candidate for all practical purposes 


‘0 already has been chosen. Unless the party's hierarchy wishes 
to confess failure of a policy of eT it has espoused with 


only occasional departures, the ticket will be headed by 
President Harry S. Truman. As o matter of fact that can now be 
the 
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Who will be Truman's running mate, currently is a popular 
subject of debate in political circles. Whom the republicans 


will place on their ticket runs & close second. 


Taking those developments up in inverse order, attention first comes to 
Governor Dewey. His was the presidential chance discounted by the election of 
O'Dwyer in New York City, over Josiah Goldstein, a former democrat turned republican - 
@ circumstance that didn't help him one bit in an overwhelmingly democratic commnity 
headed for the past 12 years by Mayor La Guardia. 


Upon whom will the Republican mantle fall? There are two who stand out so far 
in front of other aspirants as to make them virtually alone in the field. One isa 
disciple of the old school, the other an ultra-modern in politics — the former, 
Senator Arthur Vandenberg of Michigan, the latter former Gov. Harold Stassen of 
Minnesota. 


A close third, and a vigorous contender, is Gov. John Bricker, soon to leave 
the Ohio state house but with no thought of retirement from public life. A political 
catalog could hardly record three more differing types. 


dismissed from c conjecture; unless fate intervenes Truman is 
> at candidate. 


























Senator Vandenberg is the most orthodox, politically, of the three. is 


experience in public life has been confined wholly to the United States Senate but 
he has made the best of every political break. A forceful — he captures head- 
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lines, is known throughout the country. 











There is no bluster to his oratory; it has been pointed at specific objects 
and he has clicked. With the country facing an era of international dealings of 
transcendent importance, he is well versed in world affairs. 





He was chosen over several other illustrious party members as a republican 
delegate to the United Nations Conference at San Prancisco where he acquitted 
himself well. 


Former Governor Stassen stands in a position to become the first veteran 
of World War 2 to become President, just as the incumbent, President Peas is = 
os — of World War 1 to achieve that high estate. Disssen has youth plu 
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Like Vandenberg, he also was a delegate to San Prancisco, but in any frank 
appraisal of their roles in international politics, he must give ground to the . 
Michigan senator. However, Stassen has captured popular imagination by his forward- 
looking attitude toward the paramount subject of the day, the atomic bomb. He. has a 
faculty for capitalizing on issues. ~ 








- Governor Bricker faces the drawback that "he's been to the well" before. 
He failed to win. the republican presidential nomination in 1944 and had to be content 
with second place. That he has made a splendid state administrator even democrats 
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| What he lacks is recognition outside his own-state; he has suffered from the 
accusation that he is provincial. His declarations on foreign affairs as a vice 
presidential candidate a year ago weren't marked for their profundity, weren't 
convincing. 
Bricker is handsome (an attribute which cannot be overlooked in these days 
of women's vote), he’s an able speaker and a war veteran. The latter will be a factor 
to be carefully weighed when the 1948 ticket is made up. 











Somewhere in the area encompassed by the potentialities of Vandenberg, 
Stassen and Bricker probably lies the republican hopes for 1948. If Dewey wins 
decisively in his next try for governor of New York his name may be added; if he 
merely squeezes through he can be counted out. : 





Qn the democratic side, the goal hopefuls will be shooting for is the vice 
presidential nomination. The field is rather open, but not to the more obvious 


personages. 
There is ,of course, no vice president today. Senator Kenneth McKellar 


functions on the job as president pro tem of the senate. Protocol places the 
Speaker.of the House next to the President. : 











As a matter of record, President Truman has asked congress to enact 
legislation creating statutory succession to the Presidency with the Speaker preferred 
over the president pro tem of the senate should vacancies occur in both the Presidency 





In any event, McKellar will be approaching 60 years of age when the next 
convention rolls around and would be out of the running on that score if for no 
other reason. A 


Speaker Sam Rayburn likewise suffers the disadvantage of age — he'll. be 66 
in 1948. And it is doubtful that Rayburn would take the nomination if he could have it. © 
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With President Truman almost embarrassingly’ identified with the southwest 
(witness his appointments since he moved into the White House), the democratic 
vice presidential nominee almost certainly will come from an eastern state. Southern 
statesmen have eliminated themselves by their stand against "liberal" legislation 
such as the poll—tax repealer, permanent Fair Practices Committee legislation and 
gimilar subjects. That would seriously affect the labor, Negro, and so-called 


"liberal" vote. 
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Gonnecticut. A first—term member, he .trimmed the popular and able Senator 

John Danaher, republican, to win his office. He has many of the attributes which 
won votes for Thomas Dewey @ year ago — he's young, just turned 42; he has proved ° 
himself an able prosecutor; he's a White House intimate, a vigorous speaker, self-made 
man with a substantial accumlation of worldly goods gained in the practice of law, 
and he's chairman of the senate's committee to develop national policy on atomic energy. 








In gaining the latter distinction he overthrew the senate seniority rule 
and bypassed older members who aspired to that important post. And he accomplished 
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happens and Governor Dewey heads the GOP ticket, Washington observers say it will 
Ginch second spot on the democratic ticket for the Connecticut .lawyer—legislator, 
as an offset to Dewey in the east. 
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_— prevailing high level of bond prices and the 
resulting low interest yields will continue sub- 
stantially unchanged through 1946. 

During the past year bond prices inched into new 
high ground and yields declined to historical lows. 
If this pattern is materially altered during the com- 
ing year, it will be the consequence of some major 
political or economic upset, or a marked change in 
United States Treasury policies. Neither is probable. 

Such an unqualified forecast as this would not be 
warranted in the case of stock prices, but bonds are 
not at the mercy of so many volatile and unpre- 
dictable factors as are stocks. Since 1932, the bond 
market has in effect been “managed” by policies 
formulated by Treasury Department officials in 
Washington. Confronted with the necessity of 
financing continuing budget deficits at the lowest 
possible rate of interest, the Treasury has of neces- 
sity been committed to a policy of “cheap money”. 
Any significant change in this policy is unlikely to 
be made for some time to come. 

There have been times since 1932 when the nor- 
mal forces to which interest rates are responsive 
were predominant. But because these 


Outlook 


By HAMILTON OWEN 


fective largely through the open market operations 
of the Federal Reserve System together with Treas- 
ury Department decisions with respect to the rate 
of interest, type and amounts of the various War 
Loans. During the war the rate of interest on Gov- 
ernment financing ranged from 3% of one per cent 
for 90-day Treasury bills to 214 per cent on long 
term bonds. This policy was supplemented and made 
effective by discount and open market operations of 
the Federal Reserve Banks. These banks would 
make loans to member banks at 14 of one per cent 
against short term governments, and also stood 
ready to purchase all Treasury bills offered in the 
market at 3% of 1 per cent. These policies resulted 
in effectively pegging short term interest rates at 
a very low level. Control of the rate of interest on 
certificates, notes and longer term securities was 
achieved by the buying and selling operations of the 
teserve Banks. The effect of this policy was not 
confined to Government issues, but spread through- 
out the entire list of high grade corporate bonds. 

Since early in 1945, this policy of low interest 
rates has been further accentuated. Because the 







































forces were also favorable to the Treas- 
ury, being active on the side of low MAGAZINE OF WALL STREET BOND INDEXES 
interest rates, “management” was more AVG. 26, 1039 « 100 
implied than actual. The heavy influx 4 ia 
of gold in the early Thirties coupled z 10 SECOND GRADE 
with the restricted public demand for . Pl 
credit accommodations, and the large < '40 280 
scale bond buying program upon which 5 Z cr a $ 
commercial banks embarked, were the z ' 4 V aa m 
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ment, however, nullified these forces. 1944 1945 SCALE AT RIGHT 





The means employed were made ef- 
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TREND OF BOND YIELDS 
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Treasury discontinued offering 2% War Loan bonds, 
refunded maturing and called issues by offer to ex- 
change them for % of one per cent certificates or 
0.90% notes, and included no issues in the Victory 
Loan maturing between one year and the 21,4’s of 
1962, there occurred a widespread shifting in the 
bond portfolios of commercial banks. Short term 
issues were sold and medium term and long term 
issues replaced them, resulting in a better balance 
of maturities and higher yield. No pressure on short 
term yield resulted because prices were pegged, but 
prices rose and yields declined on the medium and 
longer terms. This competitive bidding for high 
grade corporate bonds eligible for bank purchase 
has been the prime motivating factor behind their 
rise in price over the past year. 


Bond Prices to Remain High 


With the Victory Loan out of the way and with 
the Government’s War Loan accounts due to decline 
appreciably, the tempo of this demand will slow 
down to some extent. It is to be doubted, however, 
that it will be accompanied by any noticeable or 
permanent change in the trend of bond prices, at 
least over the next twelve months. 

This conclusion is supported by the fact that the 
Government continues unequivocally committed to a 
policy of low interest rates. The public debt will 
soon amount to $270 billion and interest over the 
next few years, at least, will amount to some $5 
billion annually. The average rate of interest on the 
Government debt is 1.94 per cent, while all war bor- 
rowings by the Government were made at an av- 
erage rate of 1.8 per cent. To refute the criticism 
which has been frequently directed at the low inter- 
est policy, the Treasury Department cites the con- 
trasting circumstances of World War I. Govern- 
ment borrowings during World War I were made at 
an average interest rate 414, per cent. On the 
basis of the present debt, the latter rate would 
mean an annual service charge of $12 billion. 

On the subject of low interest rates, the. recent 
remarks of the Secretary of the Treasury are highly 
significant: 

“Interest rates determine the real burden of the 
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debt. They should continue low for a 
long time to come. It is self-evident 
that this is in the interest of the people 
as taxpayers. Not as evident, but just 
as valid, is that low interest rates— 
what the economists call a ‘cheap money 
policy’—benefit the people as consum- 
ers, as workers and as citizens. Low 
interest rates, for example, will be an 
important factor in making possible the 
better homes, the better industrial 
plants, and the better public facilities 
which will make our country tomorrow 
more productive and a better place to 
live in than it was yesterday.” 

From the foregoing it would seem 
evident that continued low interest 
rates are not only a definite part of the 
Government’s fiscal policies, but its 
economic policies as well. 

There is plenty of opposition to this 
policy outside of Government circles and, indeed, the 
wisdom of pursuing it indefinitely in a peacetime 
economy is open to question. This discussion, how- 
ever, is not concerned with the consequences beyond 
their effect upon bond prices, and within that scope 
the conclusion seems pretty obvious. Any modifica- 
tion of the present policy would undoubtedly be de- 
signed to effect stabilization but lacking that, the 
pressure on interest rates appears certain to con- 
tinue irresistible. Applied to bond prices, this means 
some further extension of recent gains, or at the 
worst a general tendency to level off at or near the 
current point. 


Medium Grade Bonds 


What has been said here applies principally to 
governments and high grade corporate bonds of the 
type eligible for bank purchase. But it is equally 
applicable to lesser rated and medium grade issues. 
A chart comparing the market course of high grade 
issues with that in the medium grade category will 
reveal an almost identical pattern for both groups. 
Among speculative bonds, the trends are more di- 
vergent, such issues reflecting the changing fortunes 
of the issuing company to a greater degree than 
the direction and force of interest rates. 

However strongly the Government may defend 
low interest rates as being of national benefit, the 
fact of the matter is that they are detrimental to 
the interests of a large class of investors, not only 
as individuals, but as depositors in savings banks 
and policy-holders in insurance companies. Reduced 
income from investment portfolios of these institu- 
tions has inevitably meant lower interest on deposits 
and smaller policy dividends. 

For some months, years in fact, investors have 
been facing the unpleasant experience of having 
bonds in their portfolio called for redemption or re- 
funded by lower coupon issues. That corporations, 
on a large scale, have taken advantage of unprece- 
dently low interest rates to effect a sizable savings 
in fixed charges is readily understandable. But to 
the individual investor who held the bonds, it means 
a loss of income, even to the possible point of hard- 
ship should he depend entirely upon such income. 
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The only alternative to acceptance of the inevitable 
is to try to replace refunded issues with other issues 
obtainable on a basis which would involve no loss in 
income. Such a course may be pursued without too 
great a risk only within definite limitations. Carried 
too far it is fraught with considerable danger and 
might well defeat its purpose. Instead of a portfolio 
of sound bonds, the investor might suddenly find 
that he is holding volatile issues of questionable 
safety. In short, he has sacrificed quality for yield 
and seriously undermined his security. 

There are quite a number of so-called second grade 
bonds which, for all practical purposes, are suf- 
ficiently well safeguarded to warrant their inclusion 
in a diversified portfolio. Usually such issues are 
more sensitive to market fluctuations and over a 
period of time have received a rather wide range of 
prices between their high and low. Aside from that, 
however, they have proven to be dependable from 
the standpoint of the income investor. 


Investors’ Course 


To what extent such issues may be employed at 
this time to bolster income depends upon the cir- 
cumstances of the individual. No attempt is made 
here to gloss over the fact that a second or medium 
grade issue is precisely that, and implies the pres- 
ence of risk. That such risk is merely relative, or 
more apparent than real, is beside the point, and 
may apply to one issue and not to another. The 
average investor may not be able to draw the dis- 
tinction. Generally speaking, the safest course for 
the individual is one which is in the nature of a 
compromise between tightening his belt another 
notch and acquiring second and medium grade bonds 
for a minor portion of his capital. Inadequate though 
it may seem, this is the more conservative method 
of meeting the dilemma of rising living costs, on 
the one hand, and reduced investment income, on 
the other. Not belonging to a union, the investor 
has no means at his disposal by which he can ask 
for and obtain -a sufficient increase in his return to 
compensate him for the higher cost of living. 

Accompanying this discussion is a list of bonds 
suitable for the funds of the income investor. All 
of them are of a quality to justify their inclusion in 
any but the most conservative portfolio. Most of 
these issues have been given thumbnail analyses 
within the recent past in the Bond and Preferred 
Stock section of the Magazine of Wall Street. Two 
issues in the list, but which have not been previously 
analyzed, are discussed below. For the benefit of 
readers who may desire to use this list for the pur- 
pose of making current selections, the comparative 
quality of the various issues is about in inverse ratio 
to the yield, i.e. the higher the yield, the lower the 
relative investment rating. 


Amer. & For. Pwr. 5’s 2030 


Currently quoted fractionally under 108, Amer- 
ican & Foreign Power debenture 5’s 2030 afford a 
vield of better than 414 per cent, which lends con- 
siderable attraction to the issue from an income 
standpoint, notwithstanding the fact that it is sell- 
ing two points above the call price of 106. The com- 
pany functions in a holding capacity, with operating 
subsidiaries supplying electric power and light, gas 
and other utility services in thirteen foreign coun- 
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tries. The bulk of the revenues is derived from 
South American countries which normally account 
for about 85 per cent of the total. A property owned 
in Shanghai, China, is reported to have survived the 
war practically intact. Recent years have witnessed 
considerable improvement in the company’s revenues 
and earnings. On a consolidated basis, earnings in 
1944 were sufficient to cover all fixed charges 2.2 
times and for the 12 months to June 30, last, cov- 
erage was 2.27 times. The average coverage for the 
ten years ended with 1944 was 1.6 times. The de- 
bentures are outstanding in the amount of $50 mil- 
lion and are subject to prior obligations aggregating 
something less than $110 million. A plan of re- 
capitalization filed by the company some time ago 
made no change in the status of the debentures. 


Armour & Co. 41/2’s 1975 


Armour & Co., debenture 414’s 1975 were offered 
about a year ago at 100 to yield 414 per cent. Cur- 
rently selling at 105, they offer a yield of 4.2 per 
cent. On this basis they merit consideration for 
income funds so long as possible market fluctuations 
over a fairly wide range would not be a detrimental 
factor. This issue is outstanding in the amount of 
$30 million, and provided the funds for retirement 
of an issue of 7% debentures. Beginning this year a 
sinking fund, contingent upon earnings, will operate. 
Under the terms of the sinking fund it is calculated 
that at least $1 million of the debentures will be 
retired annually, if earnings permit. Armour & 
Co. is one of the foremost meat packing organiza- 
tions in the country and activities not only embrace 
the operation of plants for slaughtering of animals 
and processing of meats both here and in South 
America, but also include the processing of dairy 
products, vegetable oils and pharmaceuticals and the 
tanning and preparation of hides and skins. 

Earnings in the past have shown the wide varia- 
tions characteristic of the meat packing industry, 
and over the last seven years coverage for all fixed 
charges, adjusted to give effect to the debentures 
under discussion, has ranged from 1.5 times in 1938 
to nearly 22 times in 1944. Ahead of the debentures 
are $64,500,000 Ist Mtge 314’s 1964, and $9 million 
214% bank loans. Although interest on the deben- 
tures is contingent on earnings, it is cumulative. 
Company’s outlook at the present time favors well 
sustained earnings in (Please turn to page 424) 





Suggested List of Bonds 
For Current Investment 
Current 


Recent Yield Call 
Price Fe Price 


Amer. & For. Pwr. Deb. 5's, 2030 108 4.6 106 
Armour & Co. Deb. 4!/5's, 1975 105 4.2 104 
General Steel Castings 5'/'s, 1949 104 5.3 102'/ 
Intl. Tel. & Tel. Deb. 5's, 1955 105 4.7 105 
New Eng. Gas. & Elec. Assn. Deb. 5's, 1950 9934 5.1 100!/, 
New England Pwr. Ist 3!4’s, 1961 107 3.0 105 


Northern Pacific 


Ref. & Imp. 4!/9's, 2047 107/74 4.2 ~—«100 


Ref. & Imp. 5's, C2047 10834 4.5 105* 
Pittsburgh Steel Co. Ist 4!/’s, 1950 105! 4.2 104 
Southern Pacific Deb. 4!/'s, 1981 105 4.3 110 
Un. Elec. Co. of Mo. Ist & Col. 3%’s, 1971 Hl 3.0 109!/, 
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N DECEMBER 8, last, the Magazine of Wall 
Street index of 100 Low Priced Stocks stood at 
214.56, a new high point since November 14, 1936, 
when this index was first compiled. In the first eleven 
months of 1945, this index recorded a gain of 70 per 
cent, to a level 50 per cent above the 1937 high. 

Contrast this action with that shown by the index 
of 100 High Priced Stocks. In the first eleven months 
of 1945, the latter rose 38 per cent, and on Decem- 
ber 1 was still six per cent below the 1937 high. In 
the same period the Magazine of Wall Street Com- 
bined Average of 290 stocks had risen 58 per cent to 
a level 37 per cent above the 1937 high. 

The action of the Low Priced Index serves to con- 
firm what has been apparent to everyone: Low 
priced stocks have attracted a large public following 
and have regained a full measure of the speculative 
popularity to which they have always fallen heir in 
bull markets of the past. 

What the Index does not reveal, however, are the 
literally phenomenal gains which have been scored 
by individual issues—running into several thousand 
per cent from the 1941-42 lows. And there, in brief, 
is the reason for their popularity. During this time 
it has been possible with only a comparatively small 
outlay to acquire a fairly sizeable commitment in a 
low priced issue and have the investment increase 
manyfold in a relatively short time. One can hardly 
blame even the more conservative investor for suc- 
cumbing to such a lure. 

Many low priced issues which, less than three 
years ago, would have been classed as “cats and 
dogs” have since attained a considerable semblance 


of 1espectability, at least pricewise. The higher value 
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which the present market places on these issues is 
not solely the result of speculative fervor and, al- 
though it has played a part, in not a few instances 
higher values are supported by concrete evidence of 
improvement in a company’s status and prospects, 
even to a point warranting the graduation of its 
shares from the low priced classification. But for 
every one of such issues, there are literally dozens 
which have been bid up in price and for which no 
likely basis can be discovered beyond nebulous hopes 
and a boom-time atmosphere. 

There are increasing indications that we have 
reached a stage in the market where many new but 
venturesome buyers are becoming interested. With 
plenty of idle money at their command, these pros- 
pective buyers have heard about the big profits 
which have been reaped in the market, and more 
specifically, in low priced stocks. It matters not that 
these reports may be greatly exaggerated, they’ve 
got the urge and want to get aboard the “gravy 
boat.” 

If anyone doubts this, let him consider the fact 
that on a single day recently, the ten most active 
issues on the New York Stock Exchange were all 
issues selling under $25 a share, and selling at an 
average quotation of about 145%. Trading in these 
issues on a two million-share day accounted for 18 
per cent of the total. This is by no means an isolated 
instance, but fairly typical of recent market sessions. 

This is not a particularly healthy sign—not neces- 
sarily from the standpoint of the market as a whole, 
because the market in the final analysis will be gov- 
erned by more basic considerations—but because it 
suggests that the gambling instinct is being brought 
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Low priced airline stocks of yester- 
day are market leaders today. 


into play, and the result of which may be to generate 
a lot of unfounded enthusiasm for low priced issues, 
surpassing even that which has already been shown. 
Because values rarely enter into the considerations 
of this type of speculation, it is a “Stop, Look and 
Listen” warning to the bona fide investor. 

It is to be doubted that low priced stocks have ex- 
hausted their possibilities marketwise. If the market 
as a whole continues to extend its gains, the same 
will hold true of low priced stocks. But percentage- 
wise such gains can hardly be expected to match 
those recorded since the 1942 lows, or even c ver the 
past year. A stock rising from 2 to 8 has registered 
a gain of 300 per cent. The purchaser at 8, however, 
will show a percentage gain of only 100 per cent if 
the issue goes to 16. To emphasize the obvious, the 
higher a stock moves, the more limited are its re- 
maining possibilities percentagewise. Much of the 
cream has already been skimmed from the better low 
priced issues and from this point on, there will be a 
lot of market scouting, seeking to flush low priced 
issues with the best speculative promise from a per- 
centage standpoint. In the process, merit, or the lack 
of it, is likely to be relegated to the background, 
price alone being the major consideration. 

In the spring of 1943 the shares of bankrupt rail- 
roads attracted a targe speculative following and in 
a short time their values rose from fractions to 2 


' and 3 and higher. Subsequently most of these gains 


were lost and some of them were stricken from the 
list. Low priced shares have often skyrocketed near 
the end of a bull market. This was particularly so in 
1937 when many stocks of doubtful worth had very 
large gains in the first quarter, continuing moves 
which had started in 1936. When the market crashed 
in the latter part of 1937, these stocks declined at a 


' rate much faster than they had gone up. 


Choice of Issues Limited 


The fact that an issue may be selling below $20 a 
share—a sort of arbitrary top for low priced shares 
—does not in itself mark that issue as being highly 
speculative, or of doubtful merit. There are a number 
of issues in the lower price brackets which represent 
sound and established enterprises having promising 
post-war prospects. But by the same token, a stock 
selling below $20 is not necessarily a bargain. Among 
low priced issues will be found the shares of many 
marginal and untried companies—companies which 
can be expected to show anything in the way of good 
earnings only under exceptionally favorable condi- 
tions. 

Bear in mind that in a bull market, characterized 
by increasing speculative activity, demand is likely 
to spill over to include doubtful issues and that such 
issues by their very activity and price action suggest 
to the uninitiated investor favorable implications 
which actuai.y may not exist. For this reason the 
urgency fox care and discrimination in the choice of 
low priced stocks will become increasingly pressing. 

Otherwise, the bona fide investor may unsuspect- 
ingly become a speculator taking risks greater than 
he intends, or can afford. 

It is a psychological fact that not a few investors, 
particularly among individuals with limited capital, 
would prefer to have 100 shares of a stock at $10 
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Umted Air Lines 


than 10 shares uf another issue at $100. No attempt 
will be mle here to explain why this is so, but it is 
acknowledged as being a factor ia the plans of many 
investors today, many of whom for the first time find 
themselves financially in a yos:tion to bevi1 an 
estate-building program. 

Accompanying is a tabulation of two score com- 
mon stocks currently -elling below $25 a share, the 
great majority below $20. The inclusion of aa issue 
in this list does not imply that it is undervalued; 
nor should it be inferred that it was selected on the 
basis of exceptional speculative promise. All of these 
issues, however, have several things in common 
which would seem to warrant rating them as being 
somewhat superior to the rank and file of low priced 
stocks. 

All of them represent companies firmly established 
in their respective fields. With the exception of two 
issues, all of them have paid a dividend within the 
recent past. A dividend is not always an unqualified 
hallmark of quality and value, but it does indicate 
that earning power is not wholly potential, and 
usually suggests that a company’s finances are in 
pretty good shape. 


Special Comments 


The tabulation presents a comparison of the net 
current assets of each company at the end of 1940 
and at the end of 1944, on a per share basis. The 
purpose of this comparison is to disclose to what 
extent the financial position has been altered during 
the war years. In computing this on a per-share 
basis, no allowance has been made for prior obli- 
gations. 

Without prejudice to the other issues appearing 
in the tabulation, a group of them has been selected 
for further brief comment. 

American Type Founders engages in the manufac- 
ture and distribution of supplies for the printing 
trade, including presses, machinery and type. Com- 
pany is the leader in this field. Facilities, which were 
largely devoted to Government war orders, are in the 
process of reconversion. Deferred demand is large 
and company appears assured of several years of vol- 
ume output. Earnings for fiscal year ending March 
31, next, will probably be about $1.25 a share. 
Finances are comfortable. 

Aviation Corp.’s large controlling interests and 
participation in aircraft manufacture, airlines, ship- 
building and automobile body manufacture are being 
widened to reduce the emphasis on aircraft manu- 
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facturing activities. The most recent move in that of recent years. Finances have been considerably im- 
direction was acquisiticn of a ccatrolling interest in proved and the shares constitute the sole capital 
New Idea, Inc., manuiacturers of a wide range of liability. Dividends totalled 80 cents last year and 
farm implements and equipment. Other interests of prospective earnings should justify at least similar 
Aviation Corp., include a wide range of household payments this year. 
appliances, kitchen equipment, radio, electronics and At last report, Continental Motors had unfilled or- 
broadcasting. Latest earnings are for the nine ders for motors and parts aggregating more than 
months to August 31, last, and were equal to 37 cents $110 million, while a subsidiary had additional orders 
a share for the common stock, compared with 39 amounting to $17 million. Company is the largest 
cents a share after renegotiation of contracts in the independent manufacturer of internal combustion 
same months of 194-4. engines used for trucks, buses, agricultural machin- 
With earnings equal to $1.55 a share for the first ery and small aircraft. In 1944 company acquired 
nine months, it is estimated that Barnsdall Oil will Gray Marine Motor Co., largest manufacturer of 
show earnings for all of 1945 equal to $1.75 to $2. a marine inboard motors. Earnings for the fiscal year 
share. On this basis, the 20-cent quarterly dividend ended October 31, last, have not been made public, 
is assured and the shares appear reasonably priced but the probabilities are that net fell somewhat 
at recent levels around 22. Company has large re- below the $1.95 a share reported for 1944. Dividends 
serves and prospects for 1946 favor well sustained are paid at the rate of 20 cents quarterly and are 
earnings. likely to be continued. Near-term earnings prospects 
Blaw-Knox Co. is engaged principally in the manu- appear sufficiently well defined to lend speculative 
facture of special equipment and machinery for the merit to the shares. 
steel, construction and other industries, Peacetime Gar Wood Industries now has the largest volume 
demand is expected to attain sizable proportions and of unfilled orders in its history. Products include 
earnings should compare favorably with the average truck hoists, winches and (Please turn to page 424) 




















Net Net Pres. Price Pres. Price 
Curr.Assets Curr.Assets Avg.Earns. Ratio Avg.Earns. Ratio 
ISSUE PerShare PerShare PerShare to'36-40 PerShare to '41-44 1944-45 Recent 
1940* 1944* 1936-40 Avge. 1941-44 Avge. 1945Div. Yield % Price Range Price 
Adams Express = $1.73 $1.19 $ .49 42.2 $ .62 33.8 $ .65 3.10 1036-213, 21 
American Bosch Corp. _.... 3.06 7.44 d.4 bets 1.29 17.5 50 2.21 794-233 2254 
American Hard Rubber... 35.68 27.53 2.08 11.5 2.14 11.2 75 3.13 1434-2934 24 
American International __. 2.73 3.08 25 56.0 Yd 43.7 45 3.20 71-15 14 
American Machine & Metal 4.25 10.00 49 37.7 2.16 8.6 1.00 5.40 838-1934 18! 
Americen Radiator =. 4.36 5.91 47 40.7 .60 31.8 40 2.09 9 -193%4 191/g 
American Type Founders _. ‘11.60 12.89 d.92 b ates 1.67 12.9 50 2AT 874-2434 23 
Artloom Corporation _. 6.22 6.45 .08 220.3 56 31.5 40 2.27 8!/2-1934 1754 
Aviation Corporation __... ey 7 2.35 d.12 ee 56 11.8 .20 aks 354-10! 955 
Barnsdall Oi! 9 2.47 97 23.2 1.69 13.3 .80 3.55 14%-25 22'/, 
Blaw-Knox — 3.85 8.01 76 30.1 1.35 16.9 80 3.49 734-25 22% 
Bridgeport Brass 6.15 11.89 7 21.0 1.45 114 45 2.73 874-193, 16!/2 
Celotex 5.04 7.08 1.14 19.5 1.22 18.2 50 2.25 Il -251/, 22, 
SS a 12.43 40 54.0 1.01 19.5 52!/2 2.43 634-25 2156 
Continental-Diamond 5.93 7.33 4! 38.4 1.29 12.2 40 2.54 10 -I7'/4 153, 
Continental Motors _...... 54 27 d.07 aes 1.64 10.4 .60 3.53 5'/g-20 17 
Copperweld Steel _.....—s— 8.01 15.25 2.51 6.8 2.02 8.5 .80 4.05 1034-19'/2 17%, 
Eagle-Picher ._.__-=—7.84 13.63 65 31.2 1.39 14.5 65 3.21 1054-21 Ys 20% 
Slecrie Boot. | AA 22.11 1.56 13.4 2.71 7.7 1.50 7.14 10 -241/, 2\ 
Eureka Vacuum _. 6.01 6.77 d.44 Pon 72 25.5 62! 3.34 654-20!/2 183% 
“(eS 12.21 4.47 nae 66 24.6 ak nes 54-18% 16%, 
Gar Wood Industries ___ 4.10 4.98 58 21.8 1.01 12.5 40 3.17 4'/2-14!/2 125% 
General Baking S375 6.06 85 15.0 63 18.7 ‘60 4.71 74-1436 12% 
Gillette Safety Razor 2.22 3.61 1.08 20.9 -98 23.1 '.20 5.30 7/2-26/g 2254 
Hearn Department Store ... 7.83 12.10 25 64.0 58 27.6 45 2.81 3!/4-193% 16 
Intercontinental Rubber ‘(1.9 3.07 20 51.2 .79 13.0 35 3.41 654-12! 10'%, 
Lone Star Gas _.. 38 d.4l 1.34 15.6 v5 17.9 .70 4.31 8 -163%4 16/4 
Mead Corporation = is«*'2 13.83 94 22.5 1.46 14.4 -70 3.31 8 -25 21%, 
Miami Copper 3.0 8.25 .28 45.1 1.08 11.7 50 3.96 6 -14% 125% 
Murray Corporation 5.83 11.40 29 172.4 1.53 32.6 45 1.50 874-52 50 
Nash Kelvinator 4.38 8.22 d.il ae. Il 24.7 50 | 3 | 
Notional Fuel Gas ___. wat 3.03 2.40 1.01 14.6 87 17.0 ‘80 sa ae zt 
National Gypsum ____ 4.01 5.77 -70 33.7 61 38.7 25 1.10 9 264 23% 
Nationa!) Supply = 29.43 36.98 69 29.7 2.34 8.8 se aie 1134-24 20//, 
rome American Fisheries 8.67 8.58 31 62.5 1.80 10.7 45 ss 107-221/, 193% 
ackara 1.25 Z37 13 wa 26 38.5 15 1.48 354-12 10! 
Pittsburgh Screw & Bolt. 2.51 3.39 “46 22.8 66 15.9 40 3, , YA 
Radio Corporati 7 : : 81 444-125 10/2 
adio Corporation ___._. 2.19 8.09 24 71.8 48 35.4 .20 1.18 10144-1934 17 
Richfield Oi} 6.95 5.85 61 ra a | 99 17.0 75 4.44 874-1854 16% 
Sparks-Withington 1.94 3.92 02 556.2 75 14.8 20 1.70 4Yig-12Y, iN, 
Van Norman Co. 3.70 10.71 2.43 8.2 2.76 a2 1.10 5.50 91/4-22% 20 3: 
Walworth feet ee 3.84 A 
r 5.96 27 49.5 1.41 9.5 50 3.74 7144-147 13% 
*—No allowance made for prior obligations. d—Deficit. 
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With bountiful harvests and high prices, the farmer has cut his debtand enlarged his bank account. The future holds no qualms for hit 


HE FARMER HAS EMERGED from the war 
with his financial position greatly improved. His 
assets are larger and his debts are smaller. 

Practically every citizen has a stake in the welfare 
of the farmer, for agriculture is the nation’s largest 
industry. lt supports directly 25 million people on 
six million farms. Further, agriculture plays a vital 
role in our national economy affecting virtually ev- 
ery business and industry, and its workers. Farm 
crops add to our national wealth and the farmer is 
a large buyer and consumer of all types of goods 
and merchandise. He is a major force in our na- 
tional economy as producer and consumer. 

Of more than passing interest, therefore, is the 
“Balance Sheet of Agriculture”, published late last 
year by the Bureau of Agricultural Economics of the 
U.S. Department of Agriculture. This balance sheet 
reveals significant changes in the financial position 
of the farm industry which have taken place during 
the war years. 

On the ist of January, 1945, farmers in the 
United States had total assets of nearly $91 billion. 
This represents an increase of $37 billion or 69 per 
= the five-year period starting with January 

Of this increase, the value of farm real estate 
contributed $16.6 billion, a rise which reflected rec- 
ord-breaking crops and the higher average prices 
which were realized by the farmer during the war 
years. These same factors also added to the value 
of other farm assets such as machinery, livestock 
and other inventory items. 

The fact, however, that the largest gains were 
made in “write- -up values” might serve to cast some 
doubt on their permanency and ability to withstand 
the inevitable peacetime adjustments. A more con- 
crete measure of the farmer’s solvency is the pres- 


“Band Fertilizing” is one of the many new methods 
of increasing productivity and quality of farm crops. 
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Caterpillar Tractor Co. 


ent state of his bank account. Since 1940, farmers 
have added nearly $8 billion to their bank deposits 
and currency holdings, to bring the total up to $11.6 
billion. In addition, they own nearly $4 billion in 
U. S. Savings Bonds, raising the total increase in 
cash assets since 1940 to $11.3 billion! 
Moreover, the farmer has not neglected the lia- 
bility side of his ledger, but has used a part of his 
increased wealth to reduce his debts. Farm mort- 
gages have been cut by $1.3 billion. All of his lia- 
bilities total $9 billion, against which the farmer 
had cash and bonds alone of about $16 billion. In 
five years, farmers have added $38 billion to their 
net worth, bringing it up to $82 billion, an increase 
of 87 per cent. Whatever lies in store for agriculture 
in the years ahead, it is certain that farmers are 
well bulwarked financially to cope with the situation. 
Like every industry, agriculture will have to con- 
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Balance Sheet of Agriculture, 1940-1945 
Increase or 
January |, Decrease (*) in 
1945 Last Five Years 
ASSETS 
Real Estate .... $50.3 $16.6 
Livestock 8.9 3.8 
Machinery and motor vehicles... 4.8 1.6 
Crops 5.8 3.5 
Household equipment 4.2 0.1* 
Warehouse receipts oc ee 0.3 
Bank deposits and currency. cecccccnencncnenneee 116 7.6 
U. S. savings bonds 3.9 3.7 
Investments in cooperatives. ecccccncncemnn 0.7 0 
Total Assets $90.8 $37.0 
LIABILITIES 
Real Estate mortgages $ 5.3 $:1.3* 
Loans from institutions not guaranteed by 
the Commodity Credit Corporation................ 1.6 0.1 
Loans guaranteed or held by CCC. 1.0 0.5 
Loans from others ........... It 6.3 
Total Debts .... $ 9.0 $ 1.0* 
EQUITIES 
Proprietors Mevatetee | $38.0 











form to a postwar readjustment of supply and de- 
mand factors. Farm productivity at the present time 
is greatly in excess of potential peacetime demands 
—even if allowance is made for heavy export needs 
until foreign agricultures can be rehabilitated. There 
has been a large increase in productive farm acreage 
which, if given maximum planting, will yield crops 
much larger than the market can absorb, inevitably 
resulting in pressure on prices. 

Well aware that the agriculture industry is at 
present producing one third more than it did before 
the war, the farm bloc in Washington, apparently 
in response to the implied threat to prices, has re- 
newed its efforts to raise farm prices. That farmer 
constituents will largely support these efforts goes 
without saying. During the war, farm income rose 
to the highest levels on record and exceeded the in- 
flated 1919 peak by 50 per cent. Farmers will be 
anxious to retain as much as possible of these gains, 
particularly if they find that the things which they 
purchase are rising in price. 


Reversal of Policy? 


However, for the first time since the inauguration 
of the New Deal in 1933, there are indications that 
Washington is seeking to abandon the policy of crop 
control and subsidies, and shift toward a policy in 
which the basic factors of supply and demand are 
permitted freer play. 

Secretary of Agriculture Anderson has proposed 
that the Government abandon the policy of guaran- 
teeing prices of farm products at levels above the 
market and return to the farmer the responsibility 
of gauging his markets and planning his production 
accordingly. The Secretary favors a price level 
which would encourage increased consumption; he 
favors a policy of meeting world prices on export 
crops such as cotton by efficient production rather 
than by subsidies. Payments would be made by the 
Government to farmers only when their income fell 
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below what is held as an adequate level. 
This would mark an almost complete reversal in 
the present farm-price policies, and is in direct con- 
flict with measures recently proposed in Congress. 
Actually, however, Secretary Anderson’s ideas 
could not be made effective for three years. The 
failure of Congress to declare the war to be officially 
terminated prior to January 1, means that the Gov- 
ernment remains committed to support the price of 
farm products for three more years. On the basis 
of the present definition of “parity’’, it is estimated 
that this will cost the Government about $2 billion 
annually. This figure would be substantially in- 
creased if legislation now in Congress is enacted. 


Bills in Congress 


Two bills have been introduced in Congress which 
have for their objective a redefinition of “parity” 
to include the cost of farm labor in the index of 
things that the farmer buys. By inclusion of labor, 
parity prices would be substantially raised. The Pace 
bill in the House provides that the 1909-14 base pe- 
riod be used in determining the increase in labor 
costs; the Thomas bill in the Senate proposes to use 
the 1919-29 period as the base. 


Under the present system, the parity price for } 


wheat is $1.55 a bushel; cotton 22 cents; eggs 40 
cents a dozen; and hogs 18 cents a pound. Using 


the base period proposed by the Pace bill for inclu- } 


sion of labor costs, the parity price of wheat would 
be increased to $2.02 a bushel; cotton to 28 cents; 
eggs to 53 cents; and hogs to 17 cents. Moreover, 
these higher parity prices would be combined with 
an extension of the loan program which is now 90 
per cent of parity for basic farm products and 9214 
per cent, approximately, for cotton. 

The theory behind parity prices is to provide a 
yardstick for giving farmers the same purchasing 
power per unit of product sold as they had in 1909- 
14. Parity prices are not market prices, but Con- 
gress has enacted legislation which assures parity 
prices to the farmer through production control and 
subsidies of various kinds. 

Labor is demanding, and will doubtless receive 
higher wages. Such being the case, the farm bloc 
argues, the farmer also is entitled to higher prices. 
This year, acecrding to Department of Agriculture 
estimates, farm prices are likely to drop 10 to 15 
per cent. Even so, prices would still be 80 per cent 
above the prewar average, and insure farm income 
which would be double the prewar average. It is 
probable, however, that prices of agricultural com- 
modities will be under further pressure as export de- 
mand recedes. At the present time the United States 
is shipping about 1,250,000 tons of foodstuffs monthly 
to supply export demand. If agriculture continues 
to produce one-third more than it did before the 
war, the problem of farm surpluses will loom for- 
midably next year. 


If the Administration is sincere in its efforts to 
halt inflation through a rising spiral of wages and 
prices, legislation which would raise farm parity 
prices and add an estimated 15 per cent to retail 
food costs would seem certain to be vetoed. Other- 
wise, the whole cycle of inflation will again be set 
in motion, with labor asking for additional com- 
pensation to meet increased living costs, and so on 
right through the economic structure to ultimate 
disaster. (Please turn to page 424) 
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—Where Equities Have Been Improved Through 
Debt Reductions and Lowered Fixed Charges 







By J. C. CLIFFORD 


ONFIDENCE in the nation’s industrial future 

has been enhanced by official reports that 
corporate working capital has soared to a record 
height of some $48 billion. Less frequently, how- 
ever, has attention been centered on the long term 
benefits accrued to many a concern from debt re- 
tirement, refunding of senior obligations at low 
rates, or new borrowing on terms which should 
strongly bolster net earnings potentials. In scan- 
ning the future, despite its uncertainties, numer- 
ous equities are certain to reap the benefit of war- 
time financing, reflected by strengthened capital 
structures and widened margins applicable to the 
common stock in many instances. 

Contrary to the usual laws of demand and sup- 
ply, Government borrowing on an enormous scale 
has pressed interest rates down to unprecedented 
levels, for by the release of the proceeds into the 
stream of commerce, lendable funds were lifted by 
their own bootstraps to meet the emergency. In- 
deed, to service the huge debt created, it was vital 
for Washington to press the rate down to the 
lowest practical extent, and in the process all 
classes of borrowers were benefitted in like meas- 
ure. Thus while, as a price of victory, a mountainous 
public debt must be shouldered for years to come, 
the industrial structure has been a major gainer 
to an extent which augurs well for the continued 
financial stability of the country. 


The Investors’ Dilemma 


Investors dependent upon income from fixed rate 
issues of bonds or preferred stocks have had a 
tough time of it generally, despite premiums re- 
ceived when their higher rate holdings were re- 
deemed, although in many instances they have had 
an opportunity to exchange their securities for 
others with lower yield. As a partial balm to the 
sting, though, it should be realized that the process 
has tended to improve the quality of their hold- 
ings, for the company’s obligation to meet interest 
or preferred dividends has been substantially eased 
by the lesser sums involved. As never before, ac- 
cordingly, the risk of defaults or arrears by in- 
dustrial concerns has generally been greatly 
lessened, bolstering their future status. 
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Indubitably, of the usual three classes of security 
owners,—those holding bonds, preferred or com- 
mon stocks,—the latter stand to gain permanently 
in the light of income potentials at the expense of 
the former two. This fact is inescapable, for a 
larger share of the net earnings pie hereafter is 
bound to accrue to the equity holders as against 
the preferred, and interest savings will expand the 
size of the pie itself. This fact is doubly true where 
debts have been completely paid off, for interest 
payments are a definite expense in company oper- 
ations, and their elimination not only lends added 
assurance of preferred dividend payments but pro- 
vides added return for the equities as well. 


Narrowing Spreads Between Yields 


Viewing these varied effects of reduced prior 
charges, now so broadly expressive in our economy, 
it is not altogether surprising to witness a marked 
trend towards a more common level of yield obtain- 
able on the three classes of securities. At many 
times in our past economic history the relative 
average yield on bonds, preference issues and 
equities have been 5%, 7% and 8% respectively; 
in depressed markets the yield upon common stocks 
has soared even proportionately higher, and dur- 
ing intermediate booms dropped well below that 
of the preferred, without equal volatility on the 
part of the senior issues. Currently, however, the 
average yield on high grade corporate bonds is 
about 2.8% — industrial preferreds, 3.7% — high- 
grade common stocks, 3.9%. 

While factors of demand and supply of course 
largely account for this narrowing of yield and it 
is easy to assign speculative enthusiasm as the 
prime reason for the current low return obtain- 
able from high class equities, it is quite possible 
that the unprecedented financial position of numer- 
ous concerns has influenced a new confidence in all 
classes of their capital structures. Where past rec- 
ords have proved ability to pay much higher rates 
on the senior securities, in good times and bad, 
and the current status of a company is excellent, 
why sacrifice much yield for added insurance that 
the record will remain uninterrupted? Mere differ- 
ence in terminology does not add much to the 
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Pertinent Statistical Data 
1940 1945 
Net Net 1940 1945 
1940 Capitalization 1945 Capitalization 1940 1945 Current Current Book Book 
— 000 omitted — — 000 omitted — Prior Prior Assets Assets Value Value 
Com. Pfd. Bonds Com. Pfd. Bonds Charges Charges PerSh. PerSh. PerSh. Per Sh. 
West Virginia Pulp & Paper... $ 902 6% $155 au SOM24'1LY6I152 5 $934 $687 $18.09 $16.77 $39.42 $44.45 
Tidewater Assoc. Oil Co........ 6,372 $4.50 500 $35,500 6,372 $3.75 300 $26,185 3,656 1,978 6.25 7.81 15.14 21.49 
Westvaco Chlorine Prod. Corp. 353 $450 60 3... B53 93:75 S6 288 208 9.55 24.82 18.91 24.90 
Wheeling Steel ......... 570 363 30,000 570 363 29,000 3,337 2,671 65.44 85.91 84.19 97.94 
Bethlehem Steel . 2,985 7% 934 178 2,985 7% 934 130 13,533 12,252 65.56 97.68 129.37 157.67 
Allied Stores wise NGBIT. 5% 228 4,430 1,803 4% 200 a S280 800 15.03 25.73 9.42 20.67 
Champion Paper & Fibre. tes 551 6% 88 9,300 546 $4.50 100 13,000 965 840 11.61 40.04 29.52 39.92 
Consolidated Cigar... 250 ht som ww 10,500 632 276, 66.66 54.75 24.76 27.58 
rh Age 4 
B. F. Goodrich Co. 1,303 412 40,705 1,303 412 35,000 3,621 2,787 48.49 71.52 29.21 57.97 
Cudahy Packing ae 468 _ 20 = 22,371 467 $4.50 100 17,000 1,423 930 57.59 65.62 36.66 60.58 
7.00 65 
Lehigh Coal & Navigation... 1,929 eeeie A929 em 13,000 985 455 193 3:07 20.75 23.12 
Marshall Field & Co... 1,944 $6.00 150 28,350 1,944 414% 150 19,900 1,943 1,370 11.85 13.71 19.42 24.34 
Colgate-Palmolive-Peet (963° 44,497,125 —.. 1,962 $3.50 125 631 438 16.06 23.24 19.18 23.98 
Crane Co. 2,349 5% 193 10,500 2,349 334% 160 2,000 1,200 645 17.36 24.37 29.58 36.97 
Skelly Oil ee 16,000 981... 10,000 519 300 = BI «11.320 41.90 = 64.69 
Schenley Distillers . 1,260 5!IA% 171 17,500 2,520 os ea 1,166 ° ae 23.67 25.28 34.03 37.93 
Square D Co... 421 5% 20 Rv 421 ests. , ALL 100 7 oe 6.78 15.14 8.59 20.78 
Crown Cork & Sid oe 518 $2.25 225 19,000 604 $2.00 275 14,000 1,28! 1,052 32.68 39.61 35.71 42.27 
McKesson & Robbins... 1,263 $3.00 596 15,725 1,682 $4.00 150 _....... 2,651 poe) 30.63 meee 28.45 
Firestone Tire & Rubber............ 1,936 6% 466 45,800 1,946 414% 438 44,000 6,462 3,291 37.12 52.66 34.12 57.51 
*—Preferred called for redemption Dec. 27, 1945. ¢—Projected prior charges for 1946. 
t—Preferred called for redemption Dec. 31, 1945. 








relative safety factors of many bond issues and 
preference stocks, except from a psychological view- 
point. But the old myth of “safe as a bond” never 
seems to die, although even in the case of bonds 
secured by a closed first mortgage, foreclosures on 
property have been a very rare occurrence. Clearly, 
earning power comes near constituting the sole 
prop of investment background, and where this 
factor is strengthened by lowered operating costs, 
distinctions as to capital classification tend to lose 
a good deal of their meaning. 


Common Stock Yields 


Upon the foregoing premise, the fact that com- 
mon stocks of best caliber currently are available 
at yields only minutely above those of preferred 
issues does not necessarily imply that hopes of im- 
proved dividends alone accounts for the circum- 
stance. Equally true is it that aside from income 
or price appreciation potentials, the scramble for 
yield has reduced this factor to a point where it 
is not far above that of senior issues, and mark- 
ing revision of appraisal procedure in the selection 
of different media. That this trend is expanding 
carries significant implications as to the future 
position of equities, and being attributable to an 
improved status, it is one of the most wholesome 
signs of the day. 


One of the most annoying impediments to in- 
dustrial progress in our past history have been 
the numerous business casualties or temporary up- 
sets occasioned by lapse in earnings, a potential 
inherent in practically all enterprises. Competitive 
stress, overborrowing or cyclical decline in volume 
have put many a concern and its security holders 
on an expensive and often unnecessary anxious 


396 





seat, and to resurrect a normal status lawyers 
have earned handsome fees, while prolonged ar- 
rears have piled up on senior issues pending final 
reorganization, although in some cases recovery 
has taken a normal course. The common and fun- 
damental error has been in expressed corporate 
promises and intentions to provide a definite in- 
come for favored security holders over a long pe- 
riod despite awareness by both parties concerned 
that unpredictable circumstances might arise to 
preclude payment. In view of the inevitable de- 
terioration of credit or investment stature follow- 
ing in the wake of such experiences, the lesson 
learned may lead to a major overhauling of capital 
structures in coming years. In that event, bank- 
ruptcy courts would have much less to do, reor- 
ganizations would cease to levy their interminable 
toll upon investor patience, and even arrears upon 
preferred stocks would become more infrequent. 


Easy Money Factors 


Delaying the advent of such an idealistic goal, 
however, is the cross-current created by easy money 
itself; if a concern is confident of sustained ability 
to earn 9% on its capital funds and can attract 
new money at 214% to 334%, this no doubt has 
enormous appeal. The difference eventually may 
go into the pockets of common stock holders. Thus 
while many concerns in war years have fortified 
their positions by debt retirement or by refunding 
senior obligations at lower rates, numerous others 
have succumbed to the temptation to boost work- 
ing capital by creation of long term debt, in more 
than one instance even replacing preferred stock 
issues by bonds. Such procedure enhances earnings 
potentials for the equity holders because of inter- 
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est and tax advantages and under special circum- 
stances the policy would be heralded as eminently 
sound. For some concerns, though, only time can 
establish the degree of wisdom involved. Where 
preferieds have been replaced by bonds, moreover, 
the process exemplifies the diminishing distinctions 
formerly accorded to various classes of capital is- 
sues; a decade ago, conservative banking eyebrows 
would have lifted in surprise at such an expression 
of policy. 

In the accompanying. table are shown statistical 
data pertaining to a number of concerns which in 
one way or another have gained an improved status 
for their common stockholders through debt re- 
tirement, refunding operations or by long term 
borrowing at low rates. The list could, of course, 
be expanded many times over, but will serve to 
illustrate some interesting changes which have 
taken place during recent years due to unusually 
favorable conditions in the money market. While 
space considerations preclude much detailed com- 
ment on all the companies tabulated, we will dis- 
cuss the improvement indicated in a few instances. 


McKesson & Robbins 


McKesson & Robbins is an excellent case tu start 
with, although due to completion of its reorganiza- 
tion in 1941 (because of internal complications en- 
tirely) no comparative figures for 1940 are shown. 
Fortunately for this concern, low prevailing inter- 
est rates early in its new career enabled it to pay 
oft mountainous miscellaneous prior obligations and 
refund a burdensome issue of $15.7 million of 
514% debentures by sale of $13.7 new 314% de- 
bentures and by proceeds of sale of 5.6 million 
514% preferred. By 1943 the improved status of 
the company made it possible t:, issue $15 million 
preferred carrying a dividend of only $4 annually, 
and from the proceeds to redeem both issues of 
senior securities previously outstanding. In the 
short space of four years, tlerefore, by savings in 
prior charges, a gain of some $2 million per year 
has been achieved to boost net earnings for the 
equity issue, equal to about $1 per share. The ad- 
vantage obviously is of a permanent character. 
As reported net per share for the year ending 
June 30, 1945 was $2.46, the circumstance carries 
added significance. With no funded debt and ample 
working capital, the company enters the postwar 
period with bright prospects, winning high invest- 
ment regard for its common shares. 


Allied Stores 


Among other numerous concerns which have im- 
proved their position by refunding and debt elimi- 
nation is Allied Stores. This large merchandiser 
has retired all of its bonds, replaced an issue of 
228,000 5% preferred by a similar preference stock 
carrying a 4% dividend rate and reducing the out- 
standing number of these shares by 28,000. By 
these measures the status of the equity stock has 
been decidedly enhanced from the viewpoint of 
dividend stability, and in the course of operations 
its book value has more than doubled in five years. 

The exceptionally high credit standing of Crane 
Co. has favored refunding of prior obligations at 
very low rates during recent years. Nearly ten 
years ago, this concern sold $12 million 314% de- 
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bentures due 1950, obviously an impressive financial 
operation. In 1940, however, the outstanding bal- 
ance of these was replaced by $10.5 million 214% 
debentures, of which all but $2 million have since 
been retired. But these constructive steps alone 
do not reveal the entire story; in 1937 the com- 
pany replaced 200,000 shares of 7% preferred stock 
by sale of new convertible preferred with a 5% 
dividend, and last June, this last issue in turn was 
redeemed by sale of 160,000 shares of ‘34% pref- 
erence shares. Compared with 1940, accordingly, 
prior charges have been reduced by $555,000, equal 
to about 25 cents per share on the equity stock. 


Schenley Distitlers 


Spectacular earnings gains by Schenley Distillers 
have been helped along moderately but significantly 
by financing in late years. $17.5 million of 4% de- 
bentures have been retired since 194t, and an- 
nouncement has been made that the balance of 
some 174,000 shares of 514% preferred is to be 
redeemed. But in the case of this particular con- 
cern, while the funded debt has been wiped out 
and the preferred eliminated, a bank credit for 
$75 million has been arranged to carry the com- 
pany’s huge inventory of liquors. This changes the 
picture somewhat, although the bank loans un- 
doubtedly carry a very low rate of interest. On the 
other hand, liquor is an unusually sound asset and 
any reasonable amount borrowed on it neither 
jeopardizes the status of the common aor is it 
permanent in character. Inherently, th: position 
of the equity stock has been considerably improved 
by the various financial steps taken by the company. 

In scanning the list, instance after instance will 
show where progress has been made in minimizing 
the impact of prior charges during the course of 
wartime operations, and if the tally could include 
all major concerns which in various ways have 
more or less permanently benefitted their common 
shareholders by taking advantage of easy money 
rates, the showing would be highly impressive. 
Certainly, as a result, corporate financial resources 
are not only more affluent than ever, but sounder 
in structure as well. All of which makes equities 
in general seem additionally attractive. 


Lesser Companies Also Benefitted 


By no means are these potentials restricted to 
the higher rated stocks such as we have mentioned 
in our discussion and listed in the tabulation; per- 
haps of even more importance is the refunding and 
debt retirement record of thousands of less strong 
concerns, including many in the marginal class 
before the war. In such cases, any and every 
elimination of senior securities is a heartening step 
for equity holders, and even a modest lift in earn- 
ing capacity from reduced charges ussumes mag- 
nified importance. In other words, potentials of 
many stocks have been improved by constructive 
measures taken to assure progress in the approach- 
ing competitive battle. 

From this angle, easy money rates have not 
only facilitated debt reduction and eased the bur- 
den of prior charges thereby benefitting common 
stockholders, but have vastly increased ability to 
attract new capital or obtain loans to boost work- 
ing capital at his- (Please turn to page 426) 
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Fairbanks-Morse Vs. 


Link-Belt 


—A Comparative Audit 


By STANLEY DEVLIN 


a? THE NATION emerges frora a period of amaz- 
ing military production towards a promised 
peacetime boom with unprecedented potentials, ma- 
chinery and the means to drive it constitute a factor 
of no small importance. On a scale never before 
equalled in history, American manufacturers are 
girding themselves for a production battle in which 
technology will play a leading role. Thus a study 
of two strong concerns certain to rank high as con- 
tributors of mechanical efficiency to industry during 
the era ahead appears of more than ordinary in- 
terest. 

In se:ccting link Belt Co. and Fairbanks Morse & 
Co. for di- sssion, a number of factors combine to 
suggest that a comparison is more than ordinarily 
'ogical. both concerns are outstanding specialists 
in one of our major industries, both have historical 
yecords extending back for more than sixty years, 
assets in each case are 
roughiy comparable F 
and finally, prizes for 
their respective shares 
are closely similar at 
60 and 64. In running 
nearly neck and neck 
marketwise, a natural 
conjecture arises as to 
what their relative po- 
sitions may be as time 
passes, and to weigh 
potentials, it is neces- 
sary to probe into 
their individual past, 
present and future 
performances and 
hopes. 

Broadly viewed, the 


MORSE & CO. 
Industrial Engines : 


TI SER) AL 
_|—_-__ |" Funded Debt: None — 

eae por Shs. Common Stock: 

2 ie 599,596, no par 


prolonged effect upon individual concerns in accord- 
ance with their product and their set-up; in this 
respect both Link Belt and Fairbanks Morse have 
fared somewhat better than their competitors, al- 
though in varying degree, as will be pointed out 
later-on in our discussion. ts 
Fact is that performance under adverse conditions 
and speed of recovery when the economic weather 
clears is sometimes a better invitation to investor 


confidence than a dull record of earnings stability. | 


In analyzing these two concerns, this circumstance 


is important to bear in mind, as for long-term in- 
vestors it is average dividends that count, while | 


from a speculative viewpoint volatility of earnings 
promotes periodic opportunities for profit. Viewed 
from either angle or both angles, the shares of Link 
Belt and Fairbanks Morse warrant closer study. 


Inherently, the business of the two concerns is 


supplementary rather than competitive for the most 


part, for production of Link Belt centers largely | 


upon the mechanical conveyors of raw materials 
and those in process, 
FKM as well as the trans- 
operating machinery, 
agriculture equip- 
ment and in the con- 
struction field. Fair- 
banks Morse, on the 
other hand, goes in 
heavily for production 
of diesel engines, 
pumps, scales and elec- 
tric generators. While 
output of the two con- 
cerns differs widely, it 
would be difficult to 
name an industry 
which does not patro- 
nize both of them ex- 








ee | 
+ 


machinery industry is 
more than ordinarily 
subjected to wide — 
swings in prosperity : I 
as business cycles de- 

velop, as demand for 

capital goods shrinks drastically when, manufactur- 
ers experience a periodic dip in sales of consumer 
products. Until clear evidence appears that general 
business conditions are likely to improve, history 
shows that makers of machinery are favored with 
few orders. Volume and profits of the machine in- 
dustry tend to be spotty, compared with numerous 
other industrial segments of our economy. But the 
impact of depression falls less heavily and with less 


1937 | 1938 | 1939 
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tensively, due to their 
wide range of prod- 
ucts. As it happens, 
neither concern in 
seeking markets has 
attempted broad ex- 
ploitation of foreign fields, aside from Canada where 
Link Belt has several factories and Fairbanks Morse 
a strong sales organization. From headquarters in 
Chicago, both have become strongly entrenched in 
domestic markets and are geared to make the most 
of expanding opportunities. 

Way back in 1880, the business of Link Belt Co. 
got its start through the invention of a detachable 
link by means of which repairs to agricultural equip- 


1941 1942 | 1943 
2. 2 
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Fairbanks, Morse has provided 75 percent of water stations for 
American railroads. It has also built nearly 1,000 coaling stations. 


ment could be made on the spot, and at a great 
savings in operating costs. Application of similar 
devices to a broadening range of machinery lead 
to eventual construction of assembly line equipment, 
mobile conveyors for handling minerals, ashes, cin- 
ders, food products and packages. Additionally swell- 
ing volume are numerous power driven cranes, 
crawler shovels, shakers, portable loaders and every 
kind of a chain drive. Volume of the company ad- 
vanced steadily from $18.5 million in 1938 to $74.4 
million in 1944 when military demand for the com- 
pany’s specialized prod- 
ucts reached peak pro- 
portions. During this 
same period, total as- 
sets grew from $20.4 
million to $40.3 million 
by September 30, 1945. 

Fairbanks Morse & 
Co. is the older of the 
two concerns by 22 
years, for production of 
the original Fairbanks 
scales began in 1858. 
Since then, the business — é 
has widened to include = 
a great variety of ma- sae tans 
chinery and appliances, 
the most important of 


LINK BELT CO, 
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————] Funded Debt: None CREE? Bs 
| Shs. $6.60 Pfd: 30,598, 2100 par ——}— 
—] Shs. Common: 710,952, no par ss 


pliances in the form of washing machines and iron- 
ers, as well as many conveniences for the farm, such 
as windmills, lighting plants and water systems 
round out a broadly planned production program. 

Assets of $54.7 of Fairbanks at the end of 1944 
mark a consistent growth from $30.2 million in 1938, 
thus indicating somewhat larger size than Link Belt. 
Curiously enough, both concerns had almost equal 
sales of slightly above $20 million in 1938 but with 
the outbreak of war, volume of Fairbanks began far 
to outstrip that of Link Belt, reaching a peak of 

$183.7 million in 1943 

—— and receding to $159.9 

a aah ma million in 1944. These 

brief statistics are 

shown merely as a pre- 

liminary guide to the 

comparative size and 

activities of the two 

concerns under recent 
conditions. 

As for capital struc- 
ture, a similar degree 
of simplicity is appar- 
ent in both cases. 
Neither concern has any 
funded debt and during 
recent years or months 
all outstanding pre- 
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which are internal com- a eee 


bustion engines ranging = 

in size from 10 hp to apr iawtlaps 
Diesel powered locomo- Ol 800125 | Le 
tives. A broad line of 

scales, capable of weigh- 

ing from one-tenth of a gram up to 500 tons has 
won for the concern a predominant status in this 
field throughout the country, sales outlets including 
manufacturers, retailers and householders. Further 
diversification is achieved by production of pumps 
on a scope which has made the company one of the 
leaders in this category, creating a strongly en- 
trenched position with municipalities in particular, 
where drainage and water supply have become re- 
curring problems. Finally, Fairbanks home ap- 
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ferred stock has been 
retired, leaving Fair- 
banks Morse with 599,- 
595 shares of no par 
common, and Link Belt 
with 807,000 shares of 
no par common as their sole capital issues. Partly 
due to the smaller number of shares, book value of 
Fairbanks at the end of 1944 stood at $60.35 per 
share compared with $37.08 for Link Belt, the 
latter as of September 30, 1945. 

In studying statistics pertinent to balance sheets 
and operations, the reader will find the accompany- 
ing table of assistance in connection with our more 
broadly based discussion. In view of the extra- 
ordinary expansion in volume during recent years, 
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it is significant that Fairbanks’ net property ac- 
count has remained almost stationary around $11.5 
million since 1938, although deductions for deprecia- 
tion and amortization in any one period have never 
topped $1 million. Net property account of Link Belt 
also has expanded only modestly during seven years, 
although a gain of $6 million in gross additions and 
$2.2 million after depreciation attests to a relatively 
greater extension of facilities. Apparently both 
concerns combined ample facilities with a broad 
measure of operating efficiency to effect a major ex- 
pansion in output, with the odds favoring Fairbanks 
because of Government-owned additional plants 
which it used. 

With working capital around $20 million in each 
instance and a comfortable current ratio, it 1s per- 
tinent to note that if Link Belt’s relatively smaller 
volume in recent years has been handled with a 
proportionately larger amount of liquid resources, 
its inventory turnover rate is somewhat less than 
that of Fairbanks. As neither concern is indebted 
to banks and their credit ranks high, indubitably 
they are in splendid shape financially to handle their 
postwar sales, regardless of substantial near-term 
tax refunds, ‘“hich will additionally boost working 
capital in fairiy impressive manner. 





Comparative Statistical Data 


(per millions of $, unless otherwise indicated) 
Link Fairbanks 








CAPITALIZATION Belt Morse 
Preferred stock at market. ccc Se ecm 
Common stock at market 48.420 38.336 
Nnumber of shares (in thousands)... 807 599 
Recent price 60 64 
Total capitalization 48.420 38.336 








Long term debt 






















































INCOME ACCOUNT: 12/31/44 12/31/44 
Boles... 74.489 159.965 
Depreciation and depletion. cee 842 1.114 
Taxes 5 . 13.786 13.830 
Preferred dividend requirements... cecum 198 ate 
Balance for COMMON ce cccccsesnensctnennnememeneneeee 3.066 2.845 
Gross margin 23:27, 77% 
code oa | ee 4.3% BEA 
% earned on capitalization**... 13.0% 14.8% 
Earned on common, per share $4.75 
Earned on common, % of market price 7.4%, 
1936-43 average earnings per share...... ies $3.85 
1936-43 % of market price... 6.0% 
Dividend rate $2.50 
Dividend yield 3.375 397, 
BALANCE SHEET: 9/30/45 12/31/44 
Cash assets 13.656 11.018 
Receivables, net 6.910 12.840 
a, ee area 9.909 14.355 
Current assets ; 30.475 28.213 
Current liabilities 10.273 18.520 
Net current assets... 20.202 19.693 
Fixed assets, net 9.412 11.506 
Total assets 40.342 54.706 
Current asset value, per share*. + $37.76 $63.68 
Book value, per share . - 37208 60.35 
Net current asset value, per share*... 25.03 32.82 
Cash asset value, per share. een. (16.92 18.36 
RATIOS: 

Current ratio : 3.0 2.1 
Inventories, % of sales 12.2% (a) 9.0%, 
Inventories, % of current assets...  -S25ys 37.5% 


Annual depreciation, % of gross fixed assets 4.1%(a) 4.2% 
Sales, % of total market value of common... 153.9% 420.9%, 
Price earnings ratio os ES 13.4 








*—After allowing for senior securities. 
**_After taxes. 

t—Retired July |, 1945. 
(a)—As of December 31, 1944. 
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From the aspect of operations in 1944, Link Belt 
managed to establish a gross profit margin of 23.2% 
in relation to sales and after heavy taxes achieved 
a net profit margin of 4.3%. As relative figures for 
Fairbanks Morse were only 11.7% and 1.7% re- 
spectively, the showing for this concern was less 
impressive. Apparently a large percentage of Fair- 
banks sales in war years consisted of marine engines 
of various description and pumps for the nation’s 
growing fleet. Governmental pricing policies cover- 
ing this class of products appear to have been un- 
usually tight, for Fairbanks had to allow for a re- 
negotiation refund of $38 million in 1943, followed 
by an additional $31 million in 1944. Link Belt 
seems to have had better luck and even in prewar 
years, its profit margins were slightly better than 
those of Fairbanks, perhaps due in part to better 
control of overhead costs. 

Net earnings of the two companies naturally are 
the crux of their respective positions, and first of all 
it would be well to scan their prewar records, at 
least far enough back to include the depression years 
of the early 1930s. Net per share of Link Belt 
shrank progressively from a level of $4.55 in 1929 
until in 1932 a deficit of $1.78 per share occurred. 
In the following year, there was a net loss of five 
cents per share, and thereafter net earnings rapidly 
improved, except for a dip in 1938, until during war 
years they averaged about $4.4 per share. For ten 
years past, average net has been about $3.29 per 
share of the common stock. 

In the five year period following 1929, net of 
Fairbanks Morse dropped more abruptly and exten- 
sively than was the case with Link Belt, dipping 
from a 1929°level of $5.05 per share to progressive 
deficits of $15.18, $8.16 and $4.36 per share in the 
1931-33 period. But the overall record during the 
last ten years has exhibited slightly better earning 
power than Link Belt’s, in producing an average per 
share net of $3.80 for the period, and for a full five 
years past net has been remarkably stable at around 
$4.60 per share, with a top of $4.75 in 1944. 

The dividend records of the two concerns show 
considerable variation in some respects. Despite bad 
times in 1932, Link Belt continued distributions to 
its shareholders, although at a reduced rate and from 
1907 to date, except for 1920, some dividends have 
been paid in every year. The current rate of $2 per 
share has long been maintained for the last five 
years, but lesser amounts were paid in the past 
decade in various years. 

Dividend policies of Fairbanks Morse in depression 
years were affected not only by the dip in earnings 
but also by arrears which for a time piled up on its 
preferred stock. Common shareholders received 
nothing from 1932 to 1935, but following a recapital- 
ization in that latter year, better treatment was 
accorded them. Conservative policies led to declara- 
tion of relatively modest dividends supplemented by 
extras, as a result of which annual payments have 
averaged $1.94 per share against $1.62 paid to Link 
Belt shareholders during the past ten years. Since 
1941 Fairbanks distributions have consistently re- 
mained at $2.50 per share, 50 cents per share better 
than the other concern, but applicable to a smaller 
number of shares. 

Physical reconversion problems are proving a rela- 
tively minor factor to both, and shortages of materi- 
als and labor will become (Please turn to page 418) 
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, i motion picture industry literally coasted 
through the trying war years and with the ad- 
vent of peace such moderate wartime restrictions 
as allocations of raw film and limitations on set con- 
struction were promptly removed. 

Today, however, the industry faces a number of 
new complications which may in time have an im- 
portant bearing on the leading companies. 

New and vigorous competition is arising from 
several quarters to challenge the long held suprem- 
acy of leading producers. In the lucrative foreign 
markets, politically inspired barriers are being 
erected against American-made films. At home 
there will be some falling off from the peak of war- 
time theater attendance, and current admission 
prices will be under pressure. The industry is hav- 
ing its complement of labor strife, and wage rates 
will tend higher, as will other costs. And finally, 
the general set-up of the industry may undergo 
revision as a result of anti-trust proceedings. 

The impact of these conditions upon earnings 
may not be immediate, and over a long term, miti- 
gating forces will also be at work, but stockholders’ 
expectations should be reasonably tempered in ap- 
plying the current boom-time psychology to motion 
picture shares. 

“Going to the movies” has become thoroughly 
established as one of the most popular forms of 
public entertainment in the United States. The war 
did nothing to diminish that popularity, in fact it 
increased when other forms of popular amusement 
succumbed to wartime restrictions. In 1944, attend- 
ance at motion picture theaters set an all-time peak, 
averaging 100 million persons weekly, or 70 per cent 
of the total population! During 1945, the average 
held close to that figure. In 1936-37 the average 
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weekly attendance was almost 90 million. 

It seems certain that attendance figures for this 
year, as well as the average for the immediate post- 
war years, will fall below the wartime peak. The 
trend of box office receipts at motion picture thea- 
ters bears a close relationship to the trend of dis- 
posable national income—income payments to in- 
dividuals less personal taxes. This latter figure was 
estimated at $140 billion in 1944, and in that year 
all previous box office records of the motion picture 
industry were broken. Since 1939, public spending 
power, aS measured by income payments, rose 106 
per cent. In the same period revenues of four lead- 
ing motion picture producers increased about 70 
per cent. The latter figure might have been even 
more impressive but the fact of the matter is that 
theater capacity was sorely taxed during the past 
two years, and there has been no new construction 
of theaters since 1941. 


Effect of Lower Income 


That the postwar years will bring a drop in dis- 
posable national income is a foregone conclusion. 
How big a drop, however, it is difficult to estimate 
but taking a figure of $100 billion—which will prob- 
ably prove to nave been on the low side—revenues 
of leading motion picture producers could be ex- 
pected to hold at a level somewhat better than the 
average for the five-year period preceding 1941. On 
this basis, the earnings outlook would seem fairly 
promising. However, several new factors of major 
importance have been introduced which may modify 
this prospect to some extent. 

Of these, the one which is undoubtedly of most 
immediate concern is the future status of American 
producers in foreign markets. Some measure of the 
importance of these markets is gained from the fact 
that in pre-war years, income derived from foreign 
rentals accounted for about a third of all rental 
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been laid and designed to greatly 
strengthen the position of the industry, 
not only within the borders of the British 
Isles but in world markets as well. Rank 





owns the two largest theater circuits in 
Great Britain, together with a half inter- 
est in the Greater Union Theaters in 
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Australia and large holdings in the French 
Gaumont chain. His latest move was the 
organization, with Universal Pictures and 
International Pictures—two domestic pro- 





ducers—of three new corporations which 
will produce and distribute pictures on a 
world-wide scale. Quite apparently Mr. 














Rank means business. 


| Increased Foreign Competition 











Amusement shares have consistently outdistanced the market, 


receipts and about 12 per cent of gross income of 
the motion picture industry. 

Of the foreign markets, that of the British Isles 
is the largest. According to F. W. Allport, European 
manager of Motion Picture Producers and Dis- 
tributors of America, Inc., 80 per cent of the films 
currently being shown in British theaters are Amer- 
ican. Rental income from these films has been run- 
ning around $400,000,000 annually, of which, how- 
ever, all but $68,000,000 is spent for salaries, wages, 
rentals, etc., in Great Britain. 

Of late there has been a concerted movement in 
Great Britain directed against American films. Re- 
cent reports from London accuse the press of de- 
riding the American product, regardless of its merit, 
while showering high praise on features carrying a 
British trade-mark. The controversy has even 
reached the House of Commons, and throughout 
Great Britain renewed stress is being given the 
slogan “Buy British”. There is a practical side to 
all of this, stemming from Britain’s dollar-exchange 
problems, but quite obviously it is also a campaign 
to aid Britain’s motion picture industry. 

Under the able leadership of J. Arthur Rank, a 
prominent British industrialist, the groundwork has 
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Russia also is attempting to obtain a 
strong foothold in the motion picture in- 
dustry in Europe and the Middle East, and 
is reported to be practically distributing 
films free 10 exhibitors in order to have 
them shown. France, formerly the largest customer 
in Europe for American films, has proposed new 
regulations which would put both the Russian and 
British product on an equal quota footing with the 
United States. Negotiations are being carried on 
through the State Department, but meanwhile 
American producers are virtually barred from the 
French market. 

American producers have sought no Government 
subsidy or other aid beyond protesting to the State 
Department against “discriminatory tactics”. Com- 
petitively, their strength lies in the quality of their 
output and the almost universal popularity and 
preference accorded their feature productions, This 
is particularly true in Australia, New Zealand, Latin 
America and Canada. But superiority of their prod- 
uct alone will not regain them their pre-war com- 
petitive advantage against governmental restric- 
tions. Such restrictions may be inspired largely by 
a post-war resurgence of national pride and patri- 
otism and may in time be modified or rescinded. Un- 
til they are, however, they must be reckoned with 
as a formidable factor in the earnings prospects of 
the motion picture industry. 

Meanwhile, competition within the industry’s own 
ranks promises to become increasingly aggressive, 
particularly on the part of the so-called independ- 
ents. This was foreshadowed last July when Donald 
M. Nelson, former head of WPB, accepted the pres- 
ident’s chair of the Society of Independent Motion 
Pictures Producers. Mr. Nelson’s record as an ad- 
ministrator both in Government and private busi- 
ness places the affairs of the independent group in 
able hands. Not all of the independent producers 
are represented in the S.I.M.P.P., but twenty-four 
of them are, and include Walt Disney, David O. 
Selznick, Samuel Goldwyn, and Walter Wanger. 
Another independent group includes Producers Re- 
lease Corp., and Monogram Pictures Corp., and 
there is a sizable group of independents who have not 
yet identified themselves with either organization. 


Movie industry is actively in- 
terested in television and does 
not regard it as a threat.” 
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Independent producers have been at a disadvan- 
tage competitively because they have lacked the in- 
tegration of the Big Five. Studio facilities are lim- 
ited and the distribution and exhibition of their pro- 
ductions must be done through the facilities of the 
Big Five and independent theater operators. As one, 
the independents are strongly hoping that the courts 
will decide in favor of the Government in the lat- 
ter’s suit against the Big Five seeking to have pro- 
ducers divorced from their extensive theatre hold- 
ings. A decision is scheduled to be handed down in 
the near future. 

In addition to Twentieth Century-Fox, Warner 
Bros., RKO, M.G.M. (Loew’s) and Paramount, which 
comprise the Big Five, United Artists, Columbia 
Pictures and Universal Pictures are involved in the 
Government’s suit, although these latter three own 
no theaters. They are charged with practices in re- 
straint of trade. 

A decision against the Big Five would conceivably 
strengthen the position of the independents—both 
producers and exhibitors—and might effect a drastic 
change in that of the leaders. In several instances 
theater holdings and properties comprise the bulk 
of the assets and have on occasion contributed the 
bulk of earnings. The strenuous efforts by which 
the Big Five sought a compromise through the 
medium of a consent decree, prior to the court pro- 
ceedings, is indicative of the apprehension with 
which they viewed possible divorcement. 


How Stockholders Might Fare 


From a stockholder’s standpoint, however, the 
consequences might not be too serious. Presumably, 
if the five companies most involved are ordered to 
divest themselves of theater properties, present 
stockholders would receive shares in the new com- 
pany set up to operate these properties. 

If attendance at motion pictures theaters declines 
over the coming months, as seems likely, the ex- 
tent of the decline will determine the degree of 
pressure which will be brought to bear against pres- 
ent admission prices. Although average admission 
prices charged for the country as a whole did not 
increase appreciably during the war years, there 
was a sharp increase in the prices charged by first 
run houses in metropolitan areas. Although this 
latter group comprises only 20 per cent of all thea- 





ters, they account for between 65 and 75 per cent 
of gross theater revenues. Moreover, the rental of 
a feature film is based on a percentage of gross re- 
ceipts. Consequently, lower admission prices, cou- 
pled with a decline in attendance, would affect both 
theater income and rental income. 


Mitigating Factors 


Potentially higher production costs, resulting from 
increased wages and material costs, will exact a toll 
from earnings. Increased emphasis on color features 
and competitive bidding for the services of stars as 
well as subject material such as books and plays, will 
add further to production costs. Because of the 
rigidity of costs, such as taxes, rentals etc. in thea- 
ter operations and talent contracts, the flexibility 
of the motion picture industry in the matter of cost- 
control leaves something to be desired. 

Thus far this discussion has been concerned 
principally with the uncertainties in the postwar 
outlook for the movie industry. As already stated, 
however, on the other side of the scale are some 
rather definite factors which can be counted on to 
have a mitigating effect. 

For one thing, the industry is in a much better 
financial position than it was in 1939. All of the lead- 
ing producers have appreciably enlarged their cash 
holdings and working capital and, with the exception 
of Twentieth Century-Fox, all of them have made a 
sizable reduction in senior capitalization. 

Moreover, the management of principal companies 
will be able to regard a decline in revenues with com- 
parative equanimity—at least up to a point—because 
of the substantial “cushion” provided by the elimi- 
nation of excess profits taxes. For example, Para- 
mount would be able to absorb a decline of nearly 44 
per cent in income before taxes, and still show the 
same net income as in 1944. The possibilities on the 
same score are equally impressive in the case of 
Twentieth Century-Fox, Warner Bros. and Universal 
Pictures. Loew’s, because excess profits ta: -s ab- 
sorbed a smaller share of pre-tax earnings. vould be 
able to absorb a decline of about 18 per cent 

It is too early to attemyt any appraisal of the 
possible effect of more intensive competition 
upon the relative position of the industry’s leaders. 
Much will depend upon such intangible factors 

(Continued on page 418) 





Book Value In Millions of $ - 

Per Share Senior Securities Working Capital 

1939 1944 1939 1944 1939 1944 
Columbia Pict. $24.37 $36.41 $4.487  $4.525$10.983  $15.524 
Loew's(e).... =—18.64 24.64 45.915 29.339 52.908 70.184 
Monogram Pict... 1.81 2.60 .100 .055 833 881 
Paramount Pict. 16.40 28.60 55.538 21.120 25.835 48.846 
RKO 14.72(f) 9.98 38.896(f) 29.269 5.360 f) 21.155 
20th Century-Fox 12.07 25.96 15.911 . 50.418 26.366 42.316 
Universal Pict... 5.77 21.20 6.288 7.288 5.512 18.798 
Warner Bros. 18.09 26.72 70.758 40.850 8.685 27.553 





(a)—40 weeks ended June 7. 

(b)—I8 weeks to Nov. 3. 

(c)—After exchange adjustments. 

(e)—AIl figures are adjusted for 3-for-! stock split in 1945. 
(f)—Predecessor Co. 
My9—9 months ended May 31. 





Statistical Highlights of Leading Motion Picture Producers 


1944 1941-44 

Cash Assets EPT Avge.Net 1945 Recent 1945 

1939 1944 PerSh. PerSh. Net Price Dividend Yield 
$1.138  $2.459 $9.90 $3.51 $4.43Jel2 414% $ .50(g) 1.2% i) 
17.161 30.923 96 2.51 1.84(a) 33% 1.25(h) 3.6 

040 366 «=6.72,—'—i«i«aHsti(‘<«~S‘)SNeCs“‘<‘é‘éNC‘C«*«S 
10.747 21.012 5.42 3.74 3.69Se9 52 2.00 3.8 
7.071 (f) 14.270 1.22 1.85 1.19Se9 16l/4, Nil tes 
8.127 42.949 I1.18 4.69'c) 3.31Se9 40/4 2.50 6.1 
1.251 7.269 10.42 5.38 3.74J19 44 2.00 4.5 
5°, 13.009 2.47 1.89  1.77My9 313%, ‘Nil 


Jel2—12 months ended June 30. 
JI9—9 months ended July 31. 
Se9—9 months ended September 30. 
(g)—Plus 52'% Stock. 

(h)—Plue $.50 before 3-for-I split. 
(i) —Exclusive of stock dividend. 











JANUARY 5, 1946 

















Editorial: 


THE NEW YEAR 


The beginning of a new year is a logical time for stock-taking, for new resolutions and new 
plans. 


Fortunately this year, this can be done without having to cope with the almost overwhelming 
uncertainties of a worldwide war. But actually, it is only the immense relief which we all feel that 
makes the task of plotting our future seem any easier. As a matter of fact it is never easy. 


To the dyed-in-the-wool optimist, the future is always one of roseate promise. To the con- 
firmed fatalist, looking ahead into the future and planning seems futile and fraught with the risk 
of disappointment. Most of us, though, know that both of these extremes are wrong. The future 
can be pretty much what we want it to be. It requires only the mental incentive to work and 
strive, making no concession to those human frailties and weaknesses which we all have. There 
is no obstacle which can stand in the way of -ourage and the will to succeed. 


Many of the things which were a source of onxiety, or of which we were fearful a year ago 
never materialized. Most of them we cannot even remember now. It will be the same next year, 
when we view in retrospect what is troubling our mind today. 


Just set your goal and determine to work—work hard—toward achieving it, and you’re 
going to be surprised. The results may even exceed your expectations. 
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ANSWERS 
TO INSURANCE 
Inquiries 


By EDWIN A. MULLER 


Wants to Buy An Annuity 


Insurance Editor: 

What would tt cost to buy an income of $100 per month after 
the age of 60 for a person now age 39, with total premiums pay- 
able now, with no options, and what companies issue such a 
policy. Do you advise such a policy? 

Yours very truly, 
M.D.J., Elkton, Mich. 


OUR letter is not quite clear as to the exact 

type of contract which you have in mind acquir- 
ing. However, I wouid quote the following rates 
which are for the purpose of obtaining your reaction 
and I would be giad to make further inquiry after 
I hear further from you. 

For a sum of $10,313.80 which would be payable 
immediately, you could establish a contract which 
would provide to pay you $100. per month for life 
beginning at your attained age 60. There would be 
no options and no refunds in the events of death as 
stated in your letter. 

However, if you wish to obtain the same contract 
with a refund, a single deposit of $12,939.90 would 
provide the same income of $100. a month beginning 
at age 60 for life, but if you die prior to age 60, 
this entire amount would be payable to any bene- 
ficiary whom you name in the contract. Similarly, 
if you die.after age 60, the difference between what 
you originally paid and the amounts received by 
you would be payable to the same nominated bene- 
ficiary. This plan has no Life Insurance feature so- 
called combined with the monthly income benefit 
although this can be obtained in quite a number 
of companies. 


Information for a Veteran 


Insurance Editor: 

After reading your fine article on Government Insurance in 
the November 10th issue, there is one question in my mind about 
conversion. Can I carry my policy in its present form (Term) 
until 1948, then convert into 20 payment life and have the policy 
dated back to the time the Term policy was first made effective? 

My policy is for $10,000.00, dated 1st August, 1942. My date of 
birth is 21st September, 1911. 

Very truly yours, 
D.S.W., Wills Point, Texas 
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Sound insurance advice is essential to 
protect you and your family’s future. 


Thank you for your letter in response to my Ar- 
ticle published in The Magazine of Wall Street. 

Quoting from Public Law 118, 79th Congress, ap- 
proved July 2nd, 1945, it automatically extends all 
Five Year Level Premium Term policies, issued on 
or before December 31st, 1945 and not converted 
to permanent policies before that date, for an ad- 
ditional three years without any increase in premi- 
ums chargeable for such three year extension. 

An application for extension is.not necessary to 
continue such Five Year Level Premium Term 
Insurance in force during the additional three year 
period and premiums need only be timely paid at 
the same rate as during the original five year period. 

All of these Five Year Level Premium policy- 
holders, whether in or out of the Military or Naval 
Service, have the right to convert their insurance 
to permanent insurance of National Service Life 
Insurance at any time before the expiration of the 
three year extension period and are no longer re- 
quired to convert before the expiration of the orig- 
inal five year term period in order to safeguard 
their rights. 

If you will write the Veterans Administration at 
Washington for booklet Form 1535, this may be of 
further interest to you. (Please turn to page 417) 
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Mortgaging 
A HOME 


By A. COLEMAN BLUM 
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S WE have pointed out in earlier articles: Few 
A Americans purchase their homes for cash. Hous- 
ing is almost entirely a “credit and carry-on” busi- 
ness. For this credit you take out a mortgage 

Now there are several kinds of mortgages. Most of 
them, like any money-lending arrangement, are bet- 
| ter for the lender than they are for you. This is also 
| known as “good business.” 

From banks and insurance companies you may 
‘| secure a mortgage covering 60-70% of the total pur- 
| chase price of your building and land. For building 
' and loan associations similar percentages apply. 
From individuals you can get anything your heart 
desires (and your economic status warrants). But 
mortgages vary. Some are good, some are bad, some 
are just plain terrible. (No mortgage at all is the 
best.) 

One type of mortgage is callable after notice speci- 
fied in the original contract. This is definitely the 
least desirable. You may be in no position to pay up 
on demand—especially since you don’t know when 
the demand is coming. Another asks only that you 
pay the interest, is called a ‘standing’ mortgage. 





Galloway 





You pay it off when you get around to it; if ever. 
This type of mortgage tends not to get paid off at 
all. You find yourself, when your income gets to be 
the size of your Social Security check paying out a 
sizeable hunk of same, with no prospects of ever 
owning “your” property. 

Renewable mortvages require readjustment every 
3 to 5 years. This can be embarrassing. Supposing, at 
the end oi one 3-year period, you have trouble get- 
ting refinancing .. .? 

Some mortgages—some of the best, by the way— 
provide fixed amounts to be paid monthly up to a 
specified date. If the one shown you for signature is 
of this type, make sure a supplementary clause 
makes it possible for you to pay more than the 
miouthly rate if you so desire. (Lenders aren’t too 
anxious to be paid off ahead of time. They figure 
their profits for the full mortgage term.) If you take 
a bank mortgage, make sure the funds are the 
bank’s, not those of a “trust.” If the estate is to be 
settled, such mortgages may get “called.” This can be 
very uncomfortable. 

Watch out for penalty clauses, mortgage settle- 
ment payments, reinstatement fees. Sometimes lend- 
ers get you going and coming, make you sign a note 
as well as the mortgage. In this case you are not 
merely guaranteeing your loan with the property, 
but with your financial reserves as well. If the !ender 
forecloses, sells your property, does not get enough 
on the sale to clean up the mortgage balance, he will 
get a deficiency judgment against you. This you are 
supposed to pay, too. Thus you will find yourself not 
merely minus your home, but saddled with the bal- 
ance of your debt as well. 

Some mortgages (and very good ones, too), cover 
everything. Nowadays many mortgages carry FHA 
insurance. This is a protection for the lender. Your 
payments will cover this insurance, but will also tend 
to get you safer mortgage terms. The FHA does not 
like foreclosures. These coverall murtgages may in- 
include interest, amortization (the paying-off of prin- 
cipal), taxes and property insurance, 

This brings us to a very important point. Insurance 
is just wonderful for everybody. (Lenders generally 
insist on it.) Without it your house may burn down, 
leaving you and the lender both up the well-known 
creek with no paddle. If you’re worried about what 
may happen to your home, should you die, then a 
good idea is to take vut a life insurar.ce policy which 
will (in addition to your regular policy) cover your 
mortgage balance. You may be doing your family a 
big favor by thus protecting their home. 

Liability insurance is also good to have, by the 
way. If someone falls off your roof (painters, repair- 
men, chimney-cleaners, may be there legitimately) 
they can sue and collect. If there is nothing else to 
collect, they may collect your home. 

Quite important, in all this money business, s the 
angle that your home does’ (Please turn to page 418) 


A sound home mortgage is as 
important as sound construction. 
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So You Want 
To Go 


Into Your Own 
Business 


By WILLIAM A. HOWELL 


S° MANY returning servicemen have voiced their 
intention, or wish, to go into business for them- 
selves, despite the fact that many of them have had 
little or no experience in operating a business, it is 
hardly surprising that they have caught the atten- 
tion of racketeers and other individuals, thoroughly 
familiar with all of the tricks of the trade, and only 
too eager to take advantage of the veteran’s ignor- 
ance. Moreover, it is possible for these sharpers to 
follow their trade without running afoul of the law. 
Once the veteran finds out through bitter, if not 
tragic, experience that he has been victimized it is 
usually too late for him to do anything about it. 

There are a myriad of ways in which an unscrupu- 
lous owner can fleece the unsuspecting veteran, de- 
pending on the nature of the business and his own 
conscience, and the gullibility of the victim. 

In New York City recently, newspapers carried 
the story of an enterprising owner of a retail liquor 
store who had collected a tidy sum from veterans by 
selling them options on his business. A veteran in- 
terested in acquiring his business would be given a 
90-day option, for which he would make a stipulated 
deposit. The unwary veteran, however, did not real- 
ize that he was not being given an exclusive option. 
The owner in this way could sell an unlimited num- 
ber of options, well aware that only one applicant 
would be granted a license. The other option holders 
lost their deposit. 

Better Business Bureaus report also that business 
brokers are muleting veterans by charging them for 
various “services.” It is customary for such brokers 
to collect their fee from the seller of a business, only 
after the deal has been completed. 

But veterans can avoid these and the many other 
pitfalls by seeking competent advice and counsel. 
Many banks, the Better Business Bureaus, and all 
veterans’ organizations are prepared to render every 
possible assistance. Communities have set up com- 
mittees and enlisted the aid of successful business- 
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Buying a “going” business has many advantages. 
But there are pitfalls for the inexperienced. 


men to help the qualified veteran establish himself 
in his own business. Even if the veteran has the 
necessary background and experience, the assistance 
of these agencies can be invaluable in guiding him 
through the veritable maze of red tape, form-filling, 
license procurement, permits, etec., with which he 
will have to struggle. 

If you are acquiring a going business, even if you 
are pretty certain that the present owner is a sincere 
and forthright person, make a careful check of every 
item and phase of it. Get as much as possible in 
actual writing over the owner’s signature. 

Be sure that all of the debts and bills payable for 
which the owner is responsible are so acknowledged 
by him in the bill of sale. A public notice in a news- 
paper announcing the proposed sale of the business 
and requesting that outstanding bills be presented is 
sometimes used to clean up debts prior to the trans- 
fer of the business to the new owner. It is also pos- 
sible to arrange for all monies paid to the former 
owner to be held in escrow for a period of a month 
or two, during which time it will be inaccessible to 
him, and as the new owner, you will have a chance 
to get your bearings. 

Make certain that the inventory figures in the bill 
of sale are accurate. Verify them yourself at the 
first opportunity. A careful check should also be 
made of tax receipts and be sure that all taxes due 
have been paid. During the course of negotiations, 
the seller will doubtless make certain statements to 
you concerning orders on hand, business volume and 
other factors pertinent to your purchase. In all prob- 
ability these will be presented to you in the most 
favorable light, but with access to the books you can 
verify most of them. If you find the figures confus- 
ing, better call in an ac- (Please turn to page 427) 


407 





















First Quarter Markets 


The “year-end rise,” most con- 
sistent seasonal pattern in the 
stock market, usually has ex- 
tended into January—sometimes 
by only a few days, sometimes for 
several weeks. In _ bull-market 
years, the first-quarter trend has 
rarely given much comfort to 
bears or sold-out bulls. From 1900 
through 1945, there were 28 bull- 
market years. In only three of 
them was the first quarter low in 
the Dow-Jones industrial average 
below the low seen in the fourth 
quarter of the preceding year. 
These exceptions were 1919, 1926 
and 1933. These three first quar- 
ter lows averaged less than 6% 
under lows of the preceding quar- 
ter, the largest figure being 9.7% 
in 1933 (that was the bank-clos- 
ing crisis) ; and the smallest being 
0.9% in 1919. For the 28 years, 
first quarter lows averaged 7.6% 
above lows of the previous quar- 
ter. The 1945 fourth quarter low 
was 181.93. Depending on how 
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high the year-end rise takes the 
average, there might still be a 
pretty stiff reaction even if it did 
not violate 181.93. We need not 
emphasize that there is nothing 
sacred about seasonal patterns. 
Nor is it guaranteed that 1946 
will be a bull-market year, though 
the contrary would be a stunning 
surprise to most observers. 


The Question of Reactions 


In this bull market to date 
there has been only one reaction 
which took the Dow industrials 
down as much as 10%. That was 
the 114-day zig-zag downtrend 
from July 14, 1943, to November 
30 of the same year. Intermediate 
reactions were considerably more 
numerous in past bull markets 
when margin requirements were 
much lower. With holdings so 
largely on a non-margin basis, 
and the small margin position 
backed by 75% cash, selling is by 
choice. A severe selling wave re- 
quires that holders get scared. It 





Allied Stores 

Brown Shoe 

Chain Belt 

Columbia Pictures 

Florsheim Shoe “B” 

Kansas City Southern Railway 
Masonite 

Myers (F, E.) & Bro. veal 
Outboard Marine & Mfg. 
Woodall Industries ..................... 





INCREASE IN EARNINGS AS SHOWN IN RECENT REPORTS 


Latest Year 

Period Ago 
12 mos. Oct. 31 $4.15 $3.30 
Year Oct. 31 3.21 3.19 
Year Oct. 31 1.75 1.70 
Sept. 29 quar. 1.26 86 
Year Oct. 31 1.50 1.18 
10 mos. Oct. 31 6.39 5.20 
Nov. 30 quar. 88 46 
Year Oct. 31 BOF 3.50 
Year Sept. 30 2.08 1.83 
Year Aug. 31 2:27 1.09 
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may take news of some kind, or 
a change in the business and earn- 
ings picture to scare them. True, 
the market is very thin, both 
ways. But so far sharp sell-offs 
have been limited to one or two 
sessions. One reason for that 
probably is that potential sellers 
change their minds when prices 
have been marked down appre- 
ciably, thus reducing available 
profits. Until the major trend 
changes, it is doubtful whether 
thinness of itself will make for 
cumulative weakness, as big mar- 
gin positions used to do. 


The Retail Trade Boom 


The retail trade boom was 
dramatized by announcement that 
combined sales of Gimbel’s and 
owned stores had passed the $2 
million a day level in the pre- 
Christmas rush. The stock, al- 
ready above the 1929 high of 
481%, had a further sharp rise. 
This department expects to see 
bull-market fireworks in a num- 
ber of retail stocks, for the mer- 
chandising company which is not 
chalking up record sales and 
which is not in line for spectacu- 
lar earnings gains in 1946, under 
radically lower taxes, is a rather 
rare exception. In many cases, 
past market prices—even the 
peaks of 1929—have no great 
meaning. Never before was there 
a peacetime national income re- 
motely comparable with the $135 
to $140 billion which most Gov- 
ernment economists now see as 
the probable minimum for 1946. 
And never before were accumu- 
lated consumer needs so great in 
everything from underwear and 
shirts to lawn mowers and wash- 
ing machines. 
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The Last Shall Be First 

As compared with prewar 
peaks, the biggest gains in mer- 
chandising earnings will not be 
scored by the premier, non-lever- 
age stocks such as Sears, Roe- 
buck or J. C. Penney, but by sec- 
ondary companies with some lev- 
erage in their capitalizations, or 
where total common share capi- 
talization is relatively small. 
(Gimbel actually had a deficit in 
the 1929 fiscal year and never 
paid a dividend prior to 1943, but 
may well earn around $9 to $10 a 
share in 1946.) There is leverage 
in Allied Stores, Federated De- 
partment Stores and Marshall 
Field, all previously cited here. 
Despite the rise they have had, 
these stocks, as we write, are still 
priced around seven times esti- 
mated probable 1946 share earn- 
ings. That ratio looks too low to 
this department, which can not 
see why selected merchandising 
stocks should not, sooner or later, 
have the kind of market “play” 
previously seen in air lines and 
liquor stocks. 


Small Capitalization 

Interstate Department Stores 
is a small-capitalization, distinct- 
ly secondary retailing company 
which does well only in boom 
years. For instance, it netted 
$3.89 a share in 1929; $3.23 in 
1936, and from $3.22 to $3.30 in 
each of the past four years, but 
lost money even in so mild a de- 
pression year as 1938 and earned 
only 55 cents a share in the me- 
dium year 1939. Yet at the indi- 
cated level of 1946 trade, and 
with the reduced Federal tax, this 
stock, now around 37, may well 
show $7 or even a bit more. 
Aside from $2.5 million of long 
term debt, capitalization is only 
308,946 common shares. Finances 
having been improved by reten- 
tion of the major part of good 
wartime earnings, profit gains on 
the order suggested might permit 
a sizable boost in the present 
$1.40 dividend rate. With 39 
stores, mostly in medium-sized 
cities, this chain’s chief items are 
apparel for men, women and chil- 
dren, dry goods, furniture and 
furnishings. 


Selective Market 

Bright as may be the longer- 
term vista for the automobile 
companies, this group of stocks 
had a less-than-average advance 
in 1945. That is probably due to 
three considerations: (1) A large 
rise in 1942-1944; (2) smart in- 
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vestors saw the labor troubles 
coming; and (3) it is quite impos- 
sible to estimate earnings for 
1946 with any degree of assur- 
ance—in fact, only with a very 
wide margin for possible error. 
Given a settlement of the wage 
issue, perhaps the major rise will 
be resumed. But how long will the 
next wage contracts run, and how 
“good” will they be? Will they af- 
ford any basis for hope that the 
UAW will not be back with new, 
and excessive demands, six 
months or a year hence? This de- 
partment is getting lukewarm, to 
put it mildly, on stocks in high 
labor-cost industries in which 
CIO unions have a tight grip. It 
doubts that the bull side gener- 
ally can offer as much “percent- 
age’ as it did last year, and 
therefore feels that realistic se- 
lectivity is increasingly in order. 
It continues to prefer situations 
in which earnings prospects look 
bright for the current year, as 
well as for the rest of the catch- 
ing-up boom period, and in which 
the stocks are still priced at a rel- 
atively reasonable multiple of 
profits which can be forecast with 
at least fair assurance. 


For Example 

A couple of months ago, we in- 
cluded Celanese in a list of stocks 
mentioned here as looking “rea- 
sonable” on prospective earnings 
for 1946. As we write, it is selling 
around 63. This is a “growth” 
company in rayon, plastics and 
chemicals, The labor element in 
cost is relatively low, for reasons 
inherent in mechanization and 
chemical processes. This depart- 
ment foresees 1946 earnings 


price somewhere around 10 times 
nearby earnings potentials per 
share seems too low for a situa- 
tion with the favorable character- 
istics heretofore cited. 


Puliman 

News of court approval of Pull- 
man’s deal to sell its sleeping car 
division to a large group of lead- 
ing railroads, for an agreed price 
of $75 million, has not had much 
effect on the stock’s below-aver- 
age market action un to this writ- 
ing. Pullman was already rich in 
cash (around $40 per share, 
against market price of 62). 
What it may do with another $75 
million, assuming Supreme Court 
approval of the recent decision, is 
unpredictable. We can not get en- 
thusiastic over situations which 
we can not figure, and this is one 
of them, as we noted here some 
time ago. We don’t know whether 
a big special dividend is coming. 
We don’t know how much Pull- 
man might earn as a manufac- 
turer of rail equipment or of 
other items, presumably in the 
heavy-industry classification, into 
which future diversification will 
take it. We don’t see how earn- 
ings can fail to be more unstable 
than they were in the past. Final- 
ly, it is clear that in passenger 
car manufacture the company will 
have more effective competition 
than heretofore. 


The Paper Industry 

Paper production is at virtual 
capacity. Record use is likely in 
1946. Most of the companies will 
benefit sharply from the end of 
EPT. Among stocks most attrac- 
tive in price relation to probable 





around $6 a share. Although the 1946 earnings are Kimberly- 
stock is speculative, due to high Clark, Sutherland Paper and 
leverage in the capitalization, a West Virginia Pulp & Paper. 
DECLINE IN EARNINGS AS SHOWN IN RECENT REPORTS 
Latest Year 
Period Ago 
Atchison, Topeka & Santa Fe. 10 mos. Oct. 31 $8.57 $14.43 
Brillo Mfg. 9 mos. Sept. 30 1.25 1.41 
Cudahy Packing . Year Oct. 27 4,12 5.58 
Grumman Aircraft Eng.........-.cc-cccccccnccneenenenen 6 mos. June 30 9.19 10.18 
Pennsylvania Railroad .... 10 mos. Oct. 31 3.71 4.22 
Punta Alegra Sugar Year Sept. 30 4.59 4.77 
South Porto Rico Sugar Year Sept. 30 4.06 7.65 
Swift & Co...... Year Oct. 27 2.08 2.64 
United Stockyards .... Year Oct. 31 40 63 
Waukesha Motor .....0..0.00.0.... Oct. 31 quar, a 56 
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The Personal Service Department of THE MaGAZzINE OF WALL STREET will 
answer by mail or telegram, a reasonable number of inquiries on any listed 
securities in which you may be interested or on the standing and reliability 
of your broker. This service in conjunction with your subscription should 
represent thousands of dollars in value to you. It is subject only to the fol- 


lowing «conditions : 


wh — 


addressed envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. If not now a paid subscriber use coupon elsewhere in this issue and send 


. Give all necessary facts, but be brief. As 
. Confine your requests to three listed securities; one request per month. 
- No inquiry will be answered which does not enclose stamped, self- 


check at same time you transmit your inquiry. 
Special rates upon request for those requiring additional service. 





Callable or Non-Callable? 

Your sales recommendations included a 
$1,000.00 City of Phoenix bond Ref WW 
4Y, 57 and listed a price of 133% which 
I have been attempting to observe. My 
original list as filed with you included this 
bond as 104 which was the valuation given 
me by a local broker for State Tax pur- 
poses as of July 1st. 

I am not fully informed on the situation 
but understand that some change in the 
Arizona law has eliminated the non-calla- 
ble feature and presumably the reduced 
price indicates some possibility of redemp- 
tion. Will you please advise me on this?” 

—H. C., Buffalo, N. Y. 

We took it upon ourselves to 
make a complete check on the 
City of Phoenix bonds and the 
brokers from whom we obtained 
the quotation made same on a 
money basis, assuming them to be 
non-callable on the strength of 
the legal opinion. We find, how- 
ever, that there is a legal con- 
troversy pending as you men- 
tioned, based on a supposed pro- 
vision of the State Law in Ari- 
zona which it is being contended 
was overlooked in the writing of 
the legal opinion. Allowing that 
the attorneys writing the opinion 
made a glaring error, it would 
seem that the local corporation 
counsel was something less than 
fair in allowing the sale of the 
bonds to be made without first 
correcting the inaccuracy of the 
legal opinion and the circulars put 
out at the time said bonds were 
issued. Under existing conditions, 
the maximum value of the bond 
would be about 10414, assuming 
that the bonds could be called at 
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par. We would therefore, recom- 
mend retention pending a U. S. 
Supreme Court decision of the is- 
sues involved for, if it should be 
finally held that the bonds are 
non-callable, you could probably 
then have the opportunity to ob- 
tain a high premium. 
Not In A Position To 
Assume Risks 

Due to a spinal injury two years ago I 
am unable to work. I used my funds for 
hospital, etc. After taking money from my 
life insurance and selling some valuables I 
have $3,000.00 cash on hand which is not 
very much for a family to live on and ex- 
pensive treatments. It certainly would help 
me tf I could make a profit in the next few 
months on some stocks. Would you be so 
kind as to advise me what stock to buy 
with the money and when to sell. Thanking 
you in advance for your kind assistance. 

—W. F., Milwaukee, Wisc. 

We have given careful thought 
to your situation and would like 
very much to present profit op- 
portunities to you, but we realize 
that this is the second longest 
bull market on record and stocks 
are at their highest levels in eight 
years. While the outlook for busi- 
ness and the stock market con- 
tinues highly favorable, the high- 
er the market goes the more vul- 
nerable it becomes and sudden 
changes in public psychology or 
in the economic or financial pic- 
ture could cause a sharp break in 
security prices. 

We believe only those with 
good earning capacity and suf- 
ficient capital should risk their 
funds in the stock market. We 















know how tempting it is to invest 
in stocks, particularly in a rising 
market, but the difficult thing is 
to gauge the selling point so that 
paper profits can be cashed in 
time and retained. Over a period 
of years, a conservative policy is 
best for those persons not in a 
position to assume risks. 

For those in a position to in- 
vest, we present in our magazine 
securities for the conservative in- 
vestor as well as situations for 
those who are willing and able to 
speculate. 


Seeks Profits to Buy a Farm 

As a subscriber to your magazine, I am 
sending this letter to you by air mail, special 
delivery, in the hopes that you will answer 
it at your earliest possible convenience. My 
fondest dream has always been to own a 
comfortable home on a small up-to-date 
farm. But I feel that my efforts in my daily 
occupation will not enable me to save the 
necessary amount of money in the next 3 
years to satisfy my ambition. Therefore, 
with this objective in mind, I have, a few 
weeks ago, invested my $4,000 in savings in 
the following securities: 2 shares U. S 
Trust Co. of New York at $1715 a share, 3 
shares Eastern Air Lines at 1215% a share. 
Primarily, I am interested in protection of 
my principal and price appreciation for the 
next 2 or 3 years, and not so much in the 
dividends. Since I have purchased the above 
named securities, the board of directors of 
the U. S. Trust Co. of New York have de- 
clared a 100% stock divid-nd, and in due 
time, I anticipate the directors of Eastern 
Air Lines to split the common stock on a2 
or 3 for 1 basis. Please advise me, whether 
in your opinion the investment that I have 
made may produce the desired results, or 
whether you would recommend their sale at 
an early date and the purchose of other secu- 
rities of your selection. If so, what securities 
do you suggest that I should buy? Thanking 
you in advance, I remain 

—W. J., Chicago, Il. 

We do not believe there is a good 
chance of your achieving your 
objective through concentrating 
your capital in a few shares of 
two high priced stocks. 

U. S. Trust Co. is a high grade 
equity, but it does not offer out- 
standing enhancement prospects. 

Eastern Air Lines is a growth 
company and should participate 
prominently in the continued prog- 
ress of the air transport industry. 
This stock advanced substantially 
during 1945 from a low of 391/, to 
recent high of 127; and, while the 

(Continued on page 424) 
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keeping Abreast of Industrial 
~ and Company News ~ 





To wartime research must be given credit for the opening in 1945 of the 
"era of radio sight", says Brig. Gen. David Sarnoff, president of the Radio Corpora— 








tion of America. Radar and electronics have made long range television practical 
for the first time. 


Recent technological advances gained by wartime experience will necessitate 
further huge plant expansion by the chemical industry — in fact involving $200 
million during the next three years - according to E. L. Derby, president of the 
Manufacturing Chemists Association and of the American Cyanamid and Chemical Corp. 

"  * Long range prospects for the machinery industry look good, reports Charles R. 
Walker, a research director at Yale, and writing in Fortune Magazine. Reason for 
optimism is that for five years to come, invention will continue to break all records, 
and improved machines thereafter will reach undreamed of efficiency. 

' During the next eighteen months, twenty-two plastic manufacturers will spend 
$107 million for new production facilities, largely to keep abreast of the demand for 
molding materials, according to W. S. Landes, president of the Plastics Materials 
Manufacturers Association. 


Electrolux Corporation, says Walter Dietz, its president, is making strides 
into peacetime markets, producing and delivering more vacuum cleaners in November 
than in any month since it started business in 1924, except in a few months of 1941, 
when reserve stocks had to be drawn upon. 


Production of 15,000 new—type automobile engines daily within four months is 
the goal of Jack & Heintz, reports William S. Jack, president. One of the largest 
automotive concerns will use these new engines, the first completely die cast one 
ever made and developing one hp. for every cubic inch of piston displacement. 


Goods shortages and scant capital resources forced one out of every six new 
enterprises started in 1944 to quit by the end of the year according to a recent 
study by the Department of Commerce. But from now on, the record may show decided 
improvement. 

Pullman Company may have to operate its sleepers until March 31, 1946, 
in behalf of the 42 railroads confirmed by the Federal Court-.as their new owners. 





























' Trouble is that the buying group have to acquire a lot of new “know-how" to manage 
‘this new department. 


In the meantime, several railroads are preparing to boost volume for car 
manufacturers on a good-sized scale. New York, New Haven & Hartford wants to spend 
$13.5 million for 180 modern passenger cars, the Chesapeake & Ohio is seeking bids on 
1000 sleepers, and Chicago North Western has $9 million ready to purchase new box 
car equipment. 


Not to be outdone in modernization of equipment by its competitors, New York 
Central R.R. has placed orders amounting to $34 million, the largest in history. 
420 cars for 22 sleeping car trains will be built by Pullman—Standard, American Car 
and Foundry, and Edward G. Budd Mfg. Co. 

1946 promises to be a year of expansion by Borden Co., especially in 
acquisition of motor vehicles, machinery and refrigerating equipment. Between 


replacement and new facilities, the oeeey plans to spend about $23 million 
next year. 
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Wear and tear, on “hotels has been terrific during war years, establishing 
® substantial potential for the manufacturers of hotel supplies. Estimates are 
that New York hotels alone will have to spend more than $45 million as a transitional 
expense. 

Prompt settlement of cancelled military contracts has been an extraordinary 
achievement both by Government and industry. For-example, only 105 days were 
required by Studebaker Corporation to.make complete settlement with 567 sub—contrac— 
tors, involving cancelled contracts for $110 million worth ef trucks. 

‘Judging by prewar standards, $350 million in contracts for airplanes would 
look mighty good to an individual manufacturer. Glenn L. Martin Co. is reported to 
have such orders for military planes for 1946 delivery, including only fixed 
price contracts, 

Forging ahead to get a share of promising airport business, Gulf Qil 
Corporation has outbid competitors to land a ten year contract for servicing transient 
aircraft, marine aviation and automobiles at the new Idlewild Airport in New York. 
The bid of $1,505,000 won by a bare margin, but the amount astonished airport officials. 

Aviation fuel for main traffic at Idlewild Airport, however, will be handled 
by four companies jointly, Texas Company, Socony, Shell and Beacon Qil, who bid 
$3,750,000 for the privilege, although rebates for construction work will ultimately 
reduce the amount to $2,245,000. 

Despite upset conditions in Argentina, Nash—-Kelvinator Corporation has 
organized a new company there with capital of two million pesos, to build and dis— 
tribute its refrigeration units. 

An interesting Christmas surprise for the rubber industry is the arrival of 
8000 tons of crude rubber from Java and the Straits Settlements, first shipment to 
reach our shores since 1942. In January another shipment is due to arrive. | 

De Luxe clothes lines with astonishing strength and durability soon will be 
offered to the nation's housewives, for the Surplus Property Board now wants to 
dispose of 2000 miles of nylon parachute shrouds. 

Lightest magnet ever produced, and yet extremely powerful, has been developed 
by General Electric Co. Powdered iron oxide and cobalt are fused by heat and moulded 
into form to make the device. 

Always alert to detect promising special situations, Atlas Corporation 
has purchased 20,000 shares of 5% convertible preferred stock of Autocar Co., from 
Liberty Aircraft Products Corp., obtaining also an option on an additional 20,000 
shares. 











Stockholders of Pathe Industries, Inc. will vote on January 7th on a proposal 
to split the common stock ten for one. 

Directors of Edison Brothers Stores, Inc. have also called a January stock-— 
holders meeting to pass upon a proposed two for one split—up in the common shares. 

Still another proposed two for one. splitup is that of conservative old 
American News Co., a steady dividend payer for more than half a century. The stock- 
holders' meeting will be held on March 13, 1946. 

Marking first appearance in American markets of securities of old Mexican 
industrieS, 166,667 shares of La Consolidada preferred stock have been offered by 
@ syndicate headed by Shields and Co. Control of this established steel concern 
was acquired by the same bankers in 1942. 

A new electric range, which in forty seconds time heats up as fast as gas, 
has been produced by Proctor Electric Co., the speed-up and efficiency being 
accomplished by means of an electric "supercharger." 

With reconversion nearly completed, National Silver Co. now hopes to expand 
production of flatware products by 300% in 1946, and is predicting that sales 
next year will be highest in the company's history. 
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SUMMARY 
MONEY AND CREDIT—During the 


past four years, savings in the form of 
currency and bank deposits alone have 
increased by approximately $85 billion 
—owing to Government deficit financ- 
ing through the banks; but Treasury 
slows expansion in money supply by 
maintaining huge working balances. 


TRADE — Retail sales at new dizzy 
heights, even in Detroit, despite strikes 
and exaggerated tales of unemploy- 
ment. October mustering-out pay and 
state unemployment benefits totaled 
$391 million, against $62 million in 
July. 


INDUSTRY—Business activity only 3% 
below last year. Unemployment totaled 
only 1,580,000 in early November, with 
an additional 1,700,000 idle (with a 
job, but not working for the time being). 
Washington's ‘expert’ soothsayers are 
dazed by such reassuring facts. 


COMMODITIES — Spot and futures 
markets ease a trifle; but Government 
support will avert any wide-open break 
during the next three years, barring in- 
tervention by Congress. 


The Business. Analyst 


In face of strikes and much exaggerated claims 
of unemployment, Business Activity perked up 
more than 1% during the fortnight ended Dec. 
22, to a level only 3% below last year at this 
time. Among the eight components of our weekly 
business index, bank debits, bituminous coal pro- 
duction and carloadings are actually higher than 


a year ago. 
* * 


Department Store Sales in the week ended 
Dec. 15 soared to 14% above the like period last 
year, compared with gains of only 10° for four 
weeks and 11% for the year to date. In strife torn 
Detroit about the only conspicuously adverse ef- 
fect of vanished pay envelopes upon local retail 
trade is a sharp slump in sales by neighborhood 
restaurants; but Detroit department stores are do- 
ing the best business in their history. Everyone is 
having a grand time there, so long as savings and 
war bonds hold out. Then father will have to com- 
promise and go back to work. 


* * 


Income Payments in October totaled $13,- 
566,000,000, an increase of $146,000,000 over 
September. Included in the October total was 
$391,000,000 in mustering-out pay and state un- 


(Please turn to the foliowing page) 
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Latest Previous Pre- 
Wk. or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor 
MILITARY EXPENDITURE (tf) $b Dec. 19 1.04 0.93 1.70 0.43 (Continued from page 413) 
Cumulative from Mid-1940__.... Dec. 19 321.6 320.6 241.4 14.3 
employment benefits—an increase of $2!7,000,000 
over September and $329,000,000 over July. 
FEDERAL GROSS DEBT—S$b Dec. 19 277.8 278.1 229.7 55.2 * * * 
A just released estimate by the Census Bureau 
MONEY SUPPLY—S$b places Unemployment in early November at 
Demand Deposits—I0! Cities.__ me Dec. 19 38.0 37.4 35.1 24.3 1,580,000 — an increase of only 40,000 over a 
Currency in TS ae eee Dec. 19 28.6 28.4 25.3 10.7 month earlier, despite net discharge of 1,610,000 
from the Armed Forces. During this same interval, 
BANK DEBITS—13-Week Avge. the number idle with a job, but not working for the 
New York City—$b. Dec. 19 TAT 7.04 6.28 3.92 | time being) declined by 100,000 to a total of only 
100 Other Cities—$b._ Dec. 19 8.19 8.09 8.21 5.57 | 1,700,000, while the number actually at work rose 
by 400,000, to a total of 51,940,000. Confronted 
INCOME PAYMENTS—Sb (ed) Ge 13.57 13.42 13.68 8.11 with these facts, Government a are dared, 
ea ee 94 869 B71 9.54 8.56 | but still claim a figure of 2/2 to 3/2 million for 
Interest & Dividends (cd)... _ 0.87 1.38 0.83 0.55 | unemployment (apparently lumping idleness with 
Farm Marketing Income (ag) ct. 2.42 1.96 2.43 1.21 | unemployment) and insist that close to 5 million 
Includ'g Govt. Payments (ag). Oct. 2.53 1.98 2.46 1.28 will be seeking work by next March. Perhaps they 
will if the steel strike materializes and lasts long 
CIVILIAN EMPLOYMENT (cb)m Nov. 51.9 - SIS 53.1 52.6 | enough. oink 
Agricultural Employment (cb)... Oct. 8.9 8.8 9.4 8.9 
Enlorens Momiocwig,(BI—| 6 12221187136 | ing th ps ow yor Sevag inthe fom 
UNEMPLOYMENT (eb) m mie Maw, 1.6 15 0.6 3.4 | of currency and deposits alone have increased by 
: approximately $85 billion—owing to Government 
deficit financing through the banks. Nothing but a 
FACTORY EMPLOYMENT (ib4) Oct. 122 123 164 147 violent contraction in bank loans and investments, 
a cae = Oct. 137 140 221 175 which is unlikely, could wipe this out; but the 
FACTORY PAYROLLS (ib4) Oct. 110 110 119 123 country is now witnessing a mad scramble between 
Sept 216 257 334 198 i : ‘ i 
business interests, organized labor and downright 
swindlers to see who shail gain possession of this 
ae & WAGES (Ib) Sept 44 40.7 448 403 fabulous hoard. It is the age-old game of trying 
Hourly Wage (cents)____ Sept 98.8 102.5 103.2 78.1 to get something for nothing. If the contest is long 
Weekly Wage ($).-- Sept 40.88 41.75 46.24 31.79 | drawn out, prices will go so high that the dollar's 
purchasing power will sink so low as to be hardly 
worth fighting for. Work being irksome, people 
moa (1b2) Son 15 _ — 0 Ag: choose to forget that the only way for people as 
: : ; ‘ j a whole to have more is to produce more. There 
can be no permanent net gain in robbing Feter to 
— LIVING (Ib3) Oct. 128.9 128.9 126.5 110.2 | Pay Paul. sia 
COG Oct. 139.3 139.4 136.4 113.1 
—" = os og ce oa Shoppers harassed by shortages and black 
” ‘ : ° market prices would doubtless feel better natured 
over the strike epidemic if both sides to the dis- 
RETAIL TRADE Sb te would tell the truth instead of trying to th 
oe fed) —____ Oct. 6.92 6.2 6.18 4.72 ran ae santo nen ae addon Sone 
s—______ _ Oct. 1.05 0.91 0.90 1.14 i 
Non-Durable Goods __... Oct. 5.87 5.30 28 3.58 | ganda. If strikers would say simply that the 
Dep't S Sal ; , 
ep't Store Sales (mrb)._.__.. Oct. 0.68 0.55 0.61 0.40 | would like more money and better working condi- 
Retail Sales Credit, End Mo. (rb2) fe) 
: : ct. 2.42 2.19 2.26 5.46 | tions; that they worked hard and faithfully during 
the war and now need a rest and a little recrea- 
MANUFACTURERS’ tion before getting back into the harness; and that 
— — lala ete Pk _ i oH soy 4 when they do go back they will try to give full 
once alte a enna Oct. 190 194 204 157 value for what they receive, most of us would say: 
Shipments (od2)—Total ~~ = i rd pd “go to it, boys and girls: we wish you luck.” 
Durable Goods oe 
bide Desable own eaenes We oor Oct. 204 208 208 155 ide: 
But when they tell us that the boss grew fat off 
BUSINESS INVENTORIES, End Mo. 
Total (cd)--$b Sept. 272 26.9 277 26.7 the war and tucked away reserves that ought to be 
* lla ad Sept 165 16.4 171 15.2 | turned over to them now instead of later in the 
Wet ae Sept 3.9 3.8 4.0 4.6 | form of outlays for reconversion and to tide the 
Retailers’ Sept 6.8 6.7 6.6 the 4 business over the next business recession; that con- 
Dept. Store Stocks (rb) —! Sept 172 187 161 139 cerns are withholding goods from the market for 
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PRODUCTION AND TRANSPORTATION 
Latest Previous Pre- 
K Wk. or Wk.or Year Pearl PRESENT POSITION AND OUTLOOZ 
Date Month Month Ago _ Harbor 
——— BUSINESS ACTIVITY—I—pc Dec. 15 149.0 1483 1568 141.8 ; 
(M. W. S.)—I—np Dec. 15 161.6 160.9 168.0 146.5 (Continued from page 414) 
100,000 INDUSTRIAL PROD. (rb) —i—np Nov. 171 163 232 174 one conjectural reason or another; and that pro- 
Mining Nov. 137 119 143 133 ducers can immediately pay 30% higher wages 
Durable Goods, Mfr. ______ Nov. 198 192 341 215 without raising costs, most well-read people are 
Non-Durable Goods, Mfr...__.__ Nov. 160 155 173 14] OD a 
bound to dismiss this as malicious propaganda. 
Bureau CARLOADINGS—t—Total Dec. 15 772 776 750 833 **#+s 
ber at Te Miscellaneous__ ao = 3 oa a Meanwhile business interests are striving to ge 
ver a ‘Deak Dec. 15 55 59 45 43 organized labor one better by way of misleading 
10,000 : propaganda. Typical of this are the specious argu- 
terval, ELEC. POWER Output (K.w.H.)m Dec. 15 4,154 4,097 4,563 3,267 ments advanced in support of demands that Price 
for the SOFT COAL, Prod. (st) m Hae is 12.4 12.1 10.2 10.8 | Controls over goods and rents be abolished 
of only Cumulative from Jan. |____ Dec. 15 554 542 600 446 forthwith. They point out, truthfully, that the only 
rk rose Stocks, End Mo Oct. 48.0 53.3 65.1 61.8 | cure for high prices is more production and more 
ronted PETROLEUM—(bbis.) m housing, and then jump over a lot of other real 
dazed, Crude Output, Daily... Dec. 15 4.5 4.5 re z obstacles—such as material and labor shortages, 
ion for Gasoline Stocks Dec. 15 89.0 87.0 83. : : ext aes 
ing Fuel Oil Stocks Dec. 15 43.0 447 59.1 94.1 - - time element—to pies’ the cone — ee 
ae Heating Oil Stocks Dec. 15 41.0 42.4 41.8 54.8 the only way to get more production is to take the 
million lid off of prices. 
s they LUMBER, Prod. (bd. ft.) m Dec. 15 345 317 519 632 x k * 
s long Stocks, End Mo. (bd. ft.) b. Nov. 3.2 3.2 E 12.6 aa ke 
. ae — ca ‘<i That theory has been, and is being, well tested 
STEEL INGOT PROD. (st.) m ov. n 3 : : : i: : : ‘ 
* elt rg ge iy 13.7 675 818 74.69 io the Black Markets; but is the experiment ma 
ing goods more plentiful for us ordinary mortals 
2 form ee ce — —" man ais ine én with limited incomes? Black markets are profitable 
ed b en) $m ec. i si ; i - is Yi 
J Cumulative from Jon. t,_____| Dec. 20 2,263 2,199 1,702 5,692 | ‘oF thelr operators; but all they do for the con 
nment sumer is to make goods at ceiling prices scarcer 
but a ee Seder tia = im vi 128 ‘: and correspondingly more plentiful for the favored 
ments, aperboard, New Orders (st)t.............. ec. . a . 
is ies U. S. Newsprint Consumption (st)t..| Nov. 337 338 292 352 few who can pay black market prices. It is just an 
Do., Stocks, End Mow. | Nov. 141 137 107 523 other case of robbing Peter to pay Paul, just as 
sae Wood Pulp Stocks, End Mo. (st)t..... Oct. 65.9 67.8 64.1 98.5 organized labor wins its higher wages at the ex- 
mnright Whiskey, Dom. Sales (tax gals.) m.. Oct. 6.66 5.16 6.11 8.14] pense of other millions with stationary incomes. 
of this Woz, stocns, End Moin Oct. 329 327 331 506 
tying Ag—Agriculture Dep't. b—Billions. cb—Census Bureau. cd—Commerce Dep't. cd2—Commerce Dep't., Avge. Month. 1939—100. 
s long cdlb—Commerce Dep't. (1935-9—100), using Labor Bureau and other data. en—Engineering News-Record. I—Seasonably adjusted Index. 
ollar's 1935-9—100. Ib—Labor Bureau. Ib2—Labor Bureau, 1926—100. Ib3—Labor Bureau, 1935-9—100. Ib4—Labor Bureau, 1939—100. It—Long 
hardly tons. m—Millions. mpt—At Mills, Publishers and in Transit. mrb—Magazine of Wall Street, using Federal Reserve Board data. np—With- 
onal out compensation for population growth. pc—Per capita basis. rb—Federal Reserve Board. rb2—Federal Reserve Board, Instalment and 
ple : . 
regi Charge aecounts. st—Short tons. t—Thousands. tf—Treasury and Reconstruction Finance Corp. 
There 
ster to THE MAGAZINE OF WALL STREET COMMON STOCK INDEX 
No. of 1945 Ind (Nov. 14, 1936, Cl_—100) High Low Dec.15 Dec. 22 
Issues (1925 Close—!00) High Low Dec. 15 Dec. 22 100 HIGH PRICED STOCKS__._ 102.83 73.59 101.55 100.41 
black 290 COMBINED AVERAGE __ 171.3 105.0 1683 165.9 | 100 LOW PRICED STOCKS. 214.56 ~=—-:1112.22, 210.66 +~—-206.47 
oe 4 Agricultural Implements _. 219.2 160.5 216.9 201.4 6 Investment Trusts _._______ 76.5 44.7 76.5P 74.0 
e dis 10 Aircraft (1927 Cl—100)... 264.8 156.0 264.8R 259.1 3 Liquor (1927 Cl—100)__._ 931. 391.0 931.1Z 916.6 
throw 6 Air Lines (1934 Cl—100)__ 1290.9 559.6 1278.5 1242.2 8 Machinery 1:98 137.5 195.6 190.9 
ropa- 5 A ft 157.8 78.9 148.0 145.9 2 Mail Order CMS 96.7 142.4 140.2 
he 13 Automobile Accessories _ 294.9 178.2 292.1 290.9 3 Meat Packing _______ 122.9 68.6 118.0 115.9 
Y 12 Aut biles 57.3 33.8 55.7 55.2 11 Metals, non-Ferrous ______._ 246.0 149.0 243.9 238.1 
condi- 3 Baking (1926 Cl—100)___.__ 23.4 14.3 22.7 22.5 3 Paper 33.8 18.9 33.1 33.0 
Juring 3 Business Machines __ 307.55 . 221.3 306.7 300.1 22 Fence: EDF 142.5 194.0 191.0 
ecrea- 2 Bus Lines (1926 Cl—1I00)_. 192.9 123.5 187.3 181.3 19 Public Utilities _-____ 138.9 55.4 133.9 133.8 
4d that 4 Chemical 250.8 189.2 250.0 244.4 5 Radio (1927 Cl—I00)__._ 41.4 27.5 40.4 38.9 
full 4 Communication ___. Ss —s«*'00.2 73.5 99.3 97.5 7 Railroad Equipment ______ 99.6 68.9 97.8 98.8 
~ 13 Construction 69.3 42.3 67.1 65.8 21 Railroads 37.7 22.8 37.7H 37.3 
1 say: 7 Containers 403.1 2765 397.1 393.8 2 Shipbuilding 1344 89.9 1274 1242 
8 Copper and Brass_____ 116.3 74.8 115.9 112.0 2 Solt Brnke GEG 394.8 565.6 558.1 
2 Dairy Products 662 47.6 65.0 64.1S 12 Steel and Iron_______ 125.6 82.8 122.6 120.7 
5 Department Stores _. 88.7 39.8 83.4 88.7S 3 Sugar 80.7 55.2 79.7 76.5 
5 Drugs and Toilet Articles__._ 205.9 117.6 198.2 193.2 2 Sulphur 247.9 173.5 244.5 244.0 
‘at off 2 Finance Companies 297.0 222.1 277.9 272.2 3 Textiles 126.7 58.5 126.7R 125.6 
to be 7 Eood Grands |. 20S 134.5 209.4 206.4 3 Tires and Rubber__._____.s- 44.6 33.9 43.0 42.9 
niahe 2 Food Stores er 56.1 73.3 72.5 5 Tobacco 95.7 67.5 93.1 91.3 
a 4 Furniture 115.1 81.6 113.7 109.3 2 Variety Stores _._____——«: 320.0 255.6 306.4 305.4 
: 4 3 Gold Mining _.__1258.4 938.3 1223.0 1189.1 21 Unclassified (1944 Cl—100) 157.7 100.0 153.5 149.1 
t con- 
et for New HIGH since: H—1937; P—1931; R—1929; S—1928. Z—New all-time HIGH. 
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Spot and futures markets were a trifle easier during the past 
in sympathy with mildly reactionary tend- 
market; but, unless Congress should amend 


the CCC Act, there is little possibility of a wide-open break 
during the next three years. The bill to continue the CCC dur- 
ing the war provided that the Government shall maintain farm 
prices for two years beyond the first Jan. 1 after the war ends 
officially, at 90°, of parity for most crops and at 92.5%, for 
cotton. As neither Congress nor the President intend to de- 
clare the war over this year, this price commitment will remain 
in effect until Dec. 31, 1948. The Agriculture Department is 
thus on fairly safe grounds in predicting that, while cash re- 
ceipts from farm marketings will not drop much next year, 
Farmers’ net income may decline about 15°/,, owing to prob- 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August 1939, equal 100 


Date 2Wk. | Mo. 3Mo. 6Mo. 1 Yr. Dec.6 
Dec.22 Ago Ago Ago Ago Ago 194! 


187.0 187.1 187.0 184.6 183.9 182.9 156.9 
11 Import Commodities... 168.9 168.9 168.9 168.9 168.9 168.7 157.5 
17 Domestic Commodities. 199.7 199.9 199.7 195.5 194.3 192.7 156.6 


12 Foodstuffs _..__. 








Date 2Wk. | Mo. 3Mo. &Mo. 1 Yr. Dec.6 
Dec.22 Ago Ago Ago Ago Ago 194! 
7 Domestic Agricultural _. 232.7 233.2 232.5 227.1 228.2 223.7 163.9 


212.6 212.9 212.9 208.9 209.6 207.3 169.2 
16 Raw Industrials 169.7 169.7 169.5 168.0 166.5 166.3 148.2 
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14 Raw Materials, 1923-5 Average equals 100 





Aug. 26, 1939—63.0 


1945 1944 1943 1942 1941 1939 1938 1937 — 
High 106.41 98.13 96.57 88.88 84.60 64.67 54.95 82.44 High 98.9 
Low ____ 93.90 92.44 88.45 83.61 55.45 46.59 45.03 52.03 Low... 967 
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1944 1943 1942 1941 
976 96.0 89.1 85.7 
94.9 89.3 86.1 74.3 


Dec. 6, 1941—85.0 


1939 1938 
78.3 65.8 
61.6 57.5 


1937 
93.8 
64.7 
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able increases in prices paid by farmers (which latter, by the 
way, will also raise parity prices). Futures trading in eggs and 

Maine potatoes has recently been resumed on the New Yor ano: 
Mercantile Exchange. Present indications point to aother rye 
shortage in 1946, when seeding will be 750,000 acres below/"sur 
1945. Refiners will continue to have irouble getting thei 
meagre 4%, of the third largest corn crop on record. Why/iber 1 
At present ceilings the farmer can realize indirectly the equiv4 Stree 
alent of $1.48!/, by feeding the grain to hogs, but onlyffor ¢ 
$1.18!/, by selling it to refiners. Similar ceiling inequities are}veter 
making it less profitable to produce butter, as housewives are 
discovering, than to market the butter fat in the form of fluid 
milk, ice-cream and cheese. The butter crisis has just been 
dumped in President Truman's lap. 
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ANSWERS TO INSURANCE INQUIRIES 





f, by th ie : 
2ggs an (Continued from page 405) 
lew Yor Another Veteran Asks for Advice 
other 
es below/nsurance Editor: 
ing theif Your article on insurance in the Novem- 
J. Why?ber 10 issue of The Magazine of Wall 
le equiv4Sireet was most helpful, and I thank you 
but onlyifor the slants you have given me. Most 
sities arelveterans know very little about insurance 
yives areland its value in capital planning, and I 
. of fluidf think, as you probably do, that their failure 
ust beentio retain their National Life Insurance is 
primarily due to ignorance and difficulty 
in obtaining information. It is unfortunate 
that separation centers are not better qual- 
ified to give advice and suggestions. When 
I was discharged I was unable even to ob- 
tain any printed material which would help 
solve the problems. 

I should like to ask you some questions, 
the answer to which I should certainly 
appreciate: 


1, Do you think it advisable for a per- 
son of 32 years, with no dependents but 
moderate means, to hold $10,000 worth af 
life insurance? Or would he be pursuing 
a more intelligent course to try to save the 
amount of insurance premiums and invest 
his savings in securities such as stocks and 
bonds? The best reason I can see for the 
insurance is that it actually causes you to 
save an amount of money that you might 
otherwise be tempted to spend. 

2. Is it necessary to convert to a private 
life insurance company or is conversion 
handled and the converted policy carried 
by the government? 

3. If one wishes to convert as of the 
time his National Life Insurance Policy 
was issued, does he have to pay the dif- 
Yr. Dec.bl ference between his government premiums 
37 ee and the converted insurance premiums? 
7.3 1692) 21s would be too heavy a load for most 
6.3 148.2} veterans. 

4. Do you know of any literature avail- 
able which pertains to the insurance prob- 
lems of the veteran? 

With sincere thanks for any advice you 
can offer to me, I am 

Very sincerely, 
D.A.H., Caney, Kansas 


Answering your Question 1, I 
would say in your case that I 
would continue the present Term 
Insurance for the additional three 
years which has been automati- 
cally extended by Congress and 
during that period conditions may 
change to such an extent that it 
may be advisable for you to con- 
vert all or part of your present 
Term Insurance to either Ordi- 








100 nary, 20 Pay or 30 Payment Life 
g i937jcontracts. These are the only 
3 93.8 }ones to which the Government 
) ~=—64.7 Ipermits conversion. 
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I believe you should have an 
Insurance Estate of some kind in 
terms of permanent insurance but 
I would have to qualify my advice 
until I have additional facts about 
yourself, 

Answering Question 2, conver- 
sion is handled entirely through 
the Veterans Administration 
which is a branch of the United 
States Government Insurance. 

Regarding Question 3, conver- 
sion can be made either as of at- 
tained age or as of original date 
of insurance in which case you 
must write the Veterans Adminis- 
tration, Washington 25, D.C., giv- 
ing your name, serial number, 
date of birth and they will advise 
you the cost to make conversion 
as of original date. 

As to Question 4, request the 
Veterans Administration to send 
you their Insurance Form 1535 
which I am sure will be most 
helpful. 


Can An Estate Purchase 
An Annuity? 


Insurance Editor: 


I read with interest your article in the 
November 24, 1945 issue of The Magazine 
of Wall Street re: insurance as an invest- 
ment. What I have in mind ts an Annuity 
for the Executors of this Estate, mother 
and daughter, and whether or not it ts 
legal for an Estate to purchase an An- 
nuity. In this case there are no other 
heirs. Can you inform me as to what 
insurance plan you have in mind and what 
company sells annuities, or if you can 
make any suggestion I shall be glad to 
present same to my principals. The moth- 
er receives the income from this Estate 
for life and after her death title passes 
to the daughter. 

Awaiting your reply, I am 

Very truly yours, 
E.A.T., Camden, New Jersey 


You ask whether the Executors 
of the Estate can legally purchase 
an Annuity. This would be de- 
termined by the terms of the Will 
which should specifically author- 
ize this, otherwise the legatees 
and heirs would have to purchase 
any Annuity Contracts as indi- 
viduals. 

Since you neglected to give the 
dates of birth of the Mother and 
Daughter who are the heirs, I 
would suggest you let me have 
this information and I will then 


(Continued on page 418) 











NOTE—From time to time, in this space, 
there will appear an advertisement which we 
hope will be of interest to our fellow Amer- 
icans. This is number eighty-five of a series. 
ScHENLEY DisTILLers Corp., New YorK. 


Americana 


This recorder has a friend here at 
Schenley who some years ago visited 
quite a number of old historic taverns 
in England. Recently he presented us 
with a book replete with illustrations 
descriptive of some of the more interest- 
ing old places. He said, “Why don’t 
you write a piece about some early 
American taverns? Do a little digging 
and you'll find it a fascinating pastime.” 
So we’ve done a bit of “digging” and 
true enough, one can find enough ma- 
terial to write a dozen articles like this 
because surely the tavern played an im- 
portant part in the social life of the 
Colonies for many years before and dur- 
ing the Revolutionary War. 


Since there is a first time for every- 
thing, we tried to find out something 
about the first tavern in what is now 
New York. Well, we find that the first 
one was built in 1642 in New Amster- 
dam—before its name was changed to 
New York. It was located not far from 
what is today Bowling Green, by the 
then Dutch Governor Kieft. It seems 
that the Governor tired of entertaining 
guests in his own home, so he built a 
tavern for the West India Company. 
Then he leased it to one Phillip Girairdy 
(sometimes called Gerritsen), with the 
stipulation that only such liquors as 
were traded in by the West India Com- 
pany should be sold therein. It was 
known as the Stadt Harberg or City 
Tavern. Later it graduated and became 
the Stadt Huys or City Hall. 


Way back in those days the tavern 
was not only hotel and refreshment 
place, but frequently it was also the 
meeting place for the City Fathers or 
City Council. It was the center of social 
functions in the community. It was 
hotel, restaurant, town hall, club and 
country club all in one. 


And this is most interesting. Even 
in the dawn of our American civilization, 
taverns were rigidly regulated and li- 
censed, even to the hours and days of 
their operation. Licenses were issued 
by the local administrative body. The 
early Colonial tavernkeeper was among 
the most highly respected members of 
the community. In fact, in early New 
York, only voters (landholders) and men 
of exemplary character were able to ob- 
tain tavern licenses. 


And so this is just a little nibble. 
We hope to follow with several other 


pieces about taverns and their famed 
proprietors during the Revolutionary 
period. The deeper we dig, the 


more interesting the revelations. 


MARK MERIT 


OF SCHENLEY DiIstTILLers Corp. 


PREE—Send a postcard or letter to Schenlev 
Distillers Corp., 350 Fifth Ave., New York 1, 
N. Y., and you will receive a booklet con- 
taining reprints of earlier articles on various 
subjects in this series. 
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Answers to Insurance 
Inquiries 





(Continued from page 417) 
be able to give you specific rates 
for contracts of Annuities. Also 
advise how much would be avail- 
able for purchase, or better still, 
what amount of monthly income 
is desired. 


Insurance for the Business Woman 


Insurance Editor: 

I recently read a very interesting article 
in your Magazine, “Insurance as an In- 
vestment for the Business Woman”. 

I have several small policies amounting 
to $8000. I am interested in a retirement 
plan and how I could incorporate three 
small policies into this plan when I pur- 
chase another policy. 

I am employed as a decorator and in 
business for myself. 

Very sincerely yours, 
K.V.H., New York City 


From the brief information you 
have given, your present insur- 
ance policies could be incorpo- 
rated into a Plan to provide re- 
tirement income to you at what- 
ever age you decide on this. How- 
ever, you neglected to give me 
some facts from which I would be 
glad to give you advice requested. 
Hence, I would need your date of 
birth, also dates and companies 
with whom your present policies 
are in force in order that I might 
determine the income available 
under the optional modes of set- 
tlement. Lastly, please advise at 
what age you wish to have retire- 
ment become effective. 

With this information I can be 
more helpful in giving you spe- 
cific data as requested. 





Mortgaging A Home 





(Continued from page 406) 
not belong to you until you finish 
paying for it. 

In some cases annual interest 
payments are deductible from in- 
come taxes. It may be well to have 
your mortgage-payment receipt 
indicate just how much is pay- 
ment on principal, how much in- 
terest, how much other things. 

As one final point: Like the ap- 
praiser, a lawyer is a man who has 
nothing to gain from the other 
side. He is your representative. It 
may be a very good idea to con- 
sult one when getting your mort- 
gage organized. 
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Varying Status of the Movie Companies 








(Continued from page 403) 


talent andpopularity of featured 
stars. in fact it is recognition of 
this “artistic” background of the 
industry, and its susceptibility to 
sudden changes, which accounts 
for the fact that the shares of 
representative companies will usu- 
ally be quoted at a price which is 
relatively low in relation to earn- 
ings and dividends, by contrast 
with the average for other indus- 
trial groups. 

In meeting increased competi- 
tion, the Big Five have one very 
decided advantage. Their prestige 
and virtually unlimited finances 
place them in a preferred position 


-to bid for material and talent. 


Meanwhile these companies are 
not overlooking the possibilities 
of such new fields as television, 
industrial and educational films, 
the growing demand for 16 mm 
films for showing at schools, and 
on planes and trains. 


All in all, the immediate post 
war outlook for the motion pic- 
ture industry may be said to be 
good—if not exactly dynamic. For 
the most part earnings should be 
maintained at a level sufficient to 
support dividends at the 1945 
level. There may be considerable 
variance, however, in the com- 
parative showing of individual 
companies depending upon the 
degree of box-office success with 
which their feature output is re- 
ceived. 

Because of the company’s per- 
sistent success in producing a 
high percentage of “hits”, and the 
resulting record of sustained earn- 
ings and dividends, the shares of 
Loew’s Inc. are favorably regard- 
ed from an investment stand- 
point. Company’s activities and 
facilities embrace all phases of 
the industry. Its ownership of 
theaters, however, is smaller than 
that of most of its rivals among 
the leaders. Theaters total 188, 
of which 81 are owned or oper- 
ated in the profitable metropolitan 
area of New York City. Financ- 
ing last July for the purposes of 
refunding and obtaining addition- 
al capital for postwar develop- 
ment added $17 million to senior 
capitalization. Earnings for the 
year ended August 31, 1945, are 
estimated to have been approxi- 
mately $2.50 a share on the pres- 
ent shares outstanding. Regular 
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dividends of $1.50 annually ap 





pear assured, and may be aug 


A substantial reduction in sen 
ior capitalization coupled with 
marked increase in working ca 
ital has featured Paramount’ 
progress in recent years. Funde 
debt will be further reduced by 
the proposed retirement of th 
remaining $3 million 3% deben 
tures. Company operates th 
largest theater chain, with som 
1,200 units located in various sec 
tions of the country. Current 
earnings may fall below the $4 


warrant continuation of the pres- 
ent 50-cent quarterly dividend. 
Company is being sued by the 
Government, charging restraint 
of trade in connection with tele. 
vision. 

Radio-Keith-Orpheum has taken 
advantage of greatly improved 
earnings in recent years to 
strengthen its financial position, 
and all arrears have been cleared 
on the preferred stock. Opera- 
tions are fully integrated, and in- 
clude a theater chain of about 100 
theaters located principally in 
New York City. Earnings last 
year were probably in the neigh- 
borhood of $1.50 a share for the 
common. Given reasonably good 
earnings this year, resumption of 
common dividends is a possibility. 

Facilities of Twentieth Cen- 
tury-Fox Film are rated the larg- 
est in the industry. Foreign ac- 
tivities are important, normally 
accounting for about a third of 
the company’s gross film rentals. 
A theater chain of nearly 600 
units is operated largely in the 
West, while another chain of 110 
theaters is located in Australia. 
In the past, income from theater 
operations has been a stabilizing 
earnings factor. Finances have 
been strengthened in recent years, 
and company has a large EPT 
cushion. Conversion of preferred 
shares tends to dilute earnings 
equity of common. Assuming full 
conversion, earnings for the com- 
mon in 1944 would have been less 
than $4 a share compared with 
$6.04 actually shown. Earnings 
last year may have reached $5 a 
share, depending upon the extent 
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of conversion following the recent 
declaration of a 50-cent extra div- 
idend. Based on the regular 
quarterly dividend of 50 cents, 
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at recent levels around 40. 
Following installation of a new 
management in 1939, Universal 
Pictures has recorded marked 
progress and its competitive po- 
sition has been strengthened. 


source of income and have aver- 
aged about 38 per cent of all 
revenues over the past eight 
years. Net was equal to $5.15 a 
share in 1944, and was probably 
close to $5 a share in the fiscal 
year ended October 31, last. The 
concern stands to benefit consid- 
erably through elimination of ex- 
cess profits taxes. At the end of 
the 1944 fiscal year, there were 
warrants outstanding for the 
purchase of. 289,637 shares of 


common, suggesting potential fu- 
ture dilution in earnings equity. 
Dividends of 50 cents quarterly 
appear reasonably safeguarded. 

Warner Bros. Pictures has 
made notable progress in recent 
years in strengthening finances 
and reducing interest charges. 
Dividends were recently initiated 
on the common stock by the dec- 
laration of a 50-cent payment 
and earnings for the August 31 
fiscal year are expected to show 
around $2 a share for the com- 
mon. Company has large theater 
holdings including 425 theaters in 
the East and a large interest in 
a British theater chain operating 
450 theaters. Revenues from 
foreign sources bulk large. 

For additional data relating to 
leading motion picture producers, 
the reader is referred to the ac- 
companying tabulation. 
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less and less bothersome within 
a few months. But military can- 
cellations have been heavy and 
readjustments to a greatly re- 
duced volume are currently in 
process, the impact upon Fair- 
banks Morse likely to be especially 


lly injsevere. Nearly a year ago, how- 
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ever, Link Belt reported a back- 
log of over $20 in civilian orders, 
more than its total sales for 1938 
and beyond any doubt, the figure 
is much larger now. It is equally 
safe to surmise that civilian pro- 
duction is reaching a satisfactory 
status with Fairbanks also. 


As both concerns have been 
heavily in the excess profits tax 
brackets, chances are that the 
transitional period will be marked 
with little if any dip in net earn- 
ings. In 1944, total taxes paid by 
the two companies were remark- 
ably similar in amount, Link 
Belt’s being $13.7 million and that 
of Fairbanks Morse $13.8 million. 
EPT alone paid by this latter con- 
cern amounted to $12.8 million, 
equal to $21.40 per share. Unfor- 
tunately, data on EPT paid by 
Link Belt are not available, but 
assuming that EPT was around 
$9 million, conservatively, it 
would equal $11.20 per share. In 
any event the tax cushion for 
both companies is substantial, 
tending to stabilize earnings and 
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promising to widen profit margins 
in 1946. Net earnings for the cur- 
rent year are expected to decline 
moderately, but not sufficiently to 
endanger dividends of either com- 
pany. 

Prospects of the industrial ma- 
chinery division in the postwar 
appear to be more promising than 
for others in the over-all group. 
Whereas tool makers, for exam- 
ple, are seriously worried over 
large surplus stocks in the hands 
of Government, this adverse fac- 
tor is less discernible when it 
comes to specialized machinery. 
Such items as lathes might be 
sought by many buyers but trans- 
mission belts and conveyors 
would have to fit more exacting 
requirements, thus providing a 
potential benefit for Link Belt. In 
somewhat greater degree a sur- 
plus of marine engines and mo- 
tors might for a time compete 
with some of Fairbanks Morse 
regular output, but this will be 
at least partially offset by the 
concern’s widely diversified out- 
put. 


The Department of Commerce 
has recently published a survey 
of postwar markets, in which po- 
tentials for the machinery mak- 
ers are accorded above-average 
rating. This study rightly points 
out that no real saturation point 
has ever been, or will ever be 


reached by such manufacturers 
because of constant technological 
improvements. It is held that wide 
variations in periodical demand 
experienced by this industry must 
be attributed to variable demand 
for consumer goods produced by 
the machines rather than to de- 
mand-based on efficiency factors 
—of factory operators. Granted 
that the national product in post- 
war is $145 billion and that prices 
are held to the 1942 level, po- 
tential volume of industrial ma- 
chinery makers _ theoretically 
should be increased by well in ex- 
cess of 100% compared with 1940, 
if history repeats itself. 

Perhaps a less qualified pro- 
jection of potentials would ap- 
pear conservative. Beyond all 
doubt, only by employment of the 
most up-to-date machines will 
many concerns in postwar be able 
to meet the strain of competition, 
in the face of rising costs for 
labor and materials, and industry 
never had such ample resources 
as now to purchase proper equip- 
ment. Granted that after a tran- 
sitional lag, volume levels off at 
only a 50% increase over 1940, 
sales of Link Belt would be about 
$42 million and about $45 million 
for Fairbanks Morse. With a tax 
rate of 38%, net per share for 
Link Belt could rise to above $5; 
that of Fairbanks to above $6.50. 
The potential volume gains men- 
tioned of course are entirely con- 
jectural as it is impossible to fore- 
tell future developments but they 
point out the possibilities under 
given conditions. For a fact, how- 
ever, net earnings of these two 
concerns, through tax relief and 
elimination of contingency re- 
serves, could expand substantially 
even if volume gains did not fully 
meet all hopes. 

Recent prices for these two 
equities establish a price-earn- 
ings ratio of 13.9 for Link Belt 
and 13.4 for Fairbanks Morse, in 
apparent reflection of the tradi- 
tional uncertainty of earning 
power attributed to capital goods 
industries. While both assuredly 
are sensitive to cyclical influ- 
ences, the record of Link Belt 
compares favorably with those of 
many concerns in industries more 
stable, and in lesser degree the 
same thing might be said of Fair- 
banks Morse. Based upon current 
yield, 3.3% on Link Belt shares 
and 3.9% for Fairbanks, some 
variation in investment appeal is 
obvious. In view of strongly 
marked postwar potentials and 
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Fairbanks Morse vs. 
Link Belt 


(Continued from page 419) 

the fact that both issues are sell- 
ing below their 1937 highs, a 
measure of speculative appeal 
exists, perhaps greater in the case 
of Fairbanks because of its nu- 
merically fewer shares and some 
leverage occasioned by heavier 
overhead. For long-range invest- 
ment, however, the record gives 
Link Belt a certain edge. 








Preview of 1946 Trends 
In The Making 





(Continued from page 378) 


business year. Achievement of 
such a rate would naturally pre- 
suppose a considerable stepping 
up of productive activity during 
the latter part of the year, a rea- 
sonable expectation. 

National income has also been 
declining but a striking phenome- 
non of the reconversion period 
have been the relatively well main- 
tained rate of income payments. 
Last September, they came to 
$13.45 billion, as against a 1945 
high of 14.39 billion in June that 
year and a similar top in 1944. 
Total 1945 income payments will 
probably come to somewhere 
around $156 billion; the aggregate 
in 1946 should drop to not less 
than about $120 billion, or about 
$10 billion a month on an aver- 
age. Excellent maintenance of con- 
sumer income has found reflection 
in the tremendous Christmas bus- 
iness just handled by the nation’s 
retailers. The surging crest of that 
business is estimated to have car- 
ried 1945 retail trade to approxi- 
mately $74 billion as against $69 
billion the year before. This means, 
that the banner peacetime total 
of $48 billion in 1929 has been 
eclipsed by almost 55%. The 1945 
mark will give retailers something 
to shoot at in the new year but as 
civilian goods and especially now 
scarce reconversion goods become 
more abundant, there is little 
doubt that 1946 retail trade will 
set a new all-time high, exceeding 
materially the 1945 top figure. 
With income payments continuing 
high and with large savings avail- 
able to gratify the. demand for 
goods, new retail trade records ap- 
pear an almost certain prospect. 

As to corporate earnings, pros- 
pective conditions in 1946 could 
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easily produce post-tax earnings 
topping those of both 1945 and 
1944, and perhaps some 15% ahead 
of 1937. An important element in 
this prospective improvement is 
of course the elimination of excess 
profits taxes. Uncertainties in the 
picture center on pricing policies, 
primarily. But no uniform im- 
provement of the sort mentioned 
can be anticipated; there will be a 
good many cross currents among 
individual industry results, de- 
pending on the rapidity with which 
they can get into volume peace- 
time production; on the extent of 
price-wage squeezes, if any; and 
finally on their wartime role on 
the productive front. Obviously 
companies that have been up to 
their necks in war operations may 
show a decided shrinkage in earn- 
ings, even after tax reductions. 
Concerns that have felt some of 
the war’s restrictive effects on 
volume may, on the other hand, 
expand their earnings in the first 
peace year far more than the aver- 
age. 
Production Outlook 

Broadly speaking, the principal 
reconversion industries should be 
producing by next June at a rate 
two and a half times as great as 
in 1939 and should employ about 
twice as many workers as in that 
year. Considering existing higher 
prices, dollar volume of output is 
expected to exceed three times the 
1939 monthly average. This would 
be an excellent volume; even at 
reduced profit margins it should 
be productive of quite respectable 
earnings unless the price-wage 
squeeze becomes entirely too se- 
vere. But this is unlikely. Though 
difficult readjustments lie ahead, 
the expectation now is that they 
will work themselves out in time, 
and for the most part by mid-1946. 
Thereafter, the road should be 
clear. However, these readjust- 
ments almost certainly will mean 
that inflation may take a some- 
what firmer grip on our economy. 
it is an additional factor that will 
tend to stimulate greater business 
activity. The trend of prices will 
continue upward, and purchasing 
power of the nation is likely to be 
maintained at or near the inflated 
wartime peak. But the outstand- 
ing fact is not so much that prices 
have risen and are likely to rise 
further. It is the vast inflation po- 
tential, the great excess supply of 
currency and liquid savings. Even- 
tually, this calls for adjustment of 
production to consumption at high 
levels, but this will take time. 





In one field, that of taxes, 
1946 is not likely to produce any 
changes. Income taxes on individ: 
uals and corporations will be held 
throughout 1946 around levels 
fixed under the latest tax iaw, 
with no hope for any substantial 
further cuts before 1947 at the 
earliest. The new tax bill to be 
taken up in March or April will 
not be a general tax measure de- 
signed to lower taxes; most likely 
it will merely call for repeal of 
wartime increases in excise levies, 
There is a good reason, of course. 
The only sound basis for substan- 
tial tax reduction is a balanced 
budget; if the latter, according to 
official views, can be stabilized 
around $30 or $25 billion annually 
any time soon, it would be some- 
thing of a surprise. 

In summing up, it may be stated 
that the urgent task for early 1946 
is the evolvement of clear-cut and 
constructive economic policies that 
do away with existing paradoxes 
and take into account the realities 
of the situation. Nowhere is this 
more necessary than in the labor 
and price field. One of the current 
arguments is that purchasing 


‘ power is likely to be too small and 


needs to be increased (by higher 
wages); the other is that pur- 
chasing power is too large and 
needs to be decreased (by savings) 
or held in check by taxes, price 
control, etc. Both of them cannot 
be sound. Obviously all signs indi- 
cate today that purchasing power 
is excessive and constitute a threat 
to the whole price structure. The 
current strikes and holdouts by 
producers due to OPA price 
squeezes serve only to continue 
and aggravate this situation and 
make it likely to last even longer. 


Balance Needed 


The outlook as it presents itself 
today would be gratifying indeed 
if all the purchasing power avail- 
able were flowing from useful pro- 
duction and if the output of goods 
were coming more rapidly into 
balance with demand. What is 
needed to put the situation on a 
sounder basis is most of all larger 
production. As indicated before, 
the demise of EPT with the first 
of the year will prove a not in- 
considerable stimulant to the step- 
up of production and the flow of 
goods into consumer hands. It will 
make for greater business activity 
and thereby aid in solution of the 
difficult, price problem. The latter 
still remains to be tackled realis- 
tically; together with the labor 
problem it constitutes one of the 
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major handicaps to swift progress. 

The forepart of 1946, then, 
promises to be a period of further 
adjustment, in the course of which 
we shall arrive at the low of tran- 
sitional business activity. Once 
needed adjustments have been 
made, business, employment and 
national income should again turn 
upward — the catching-up boom 
will then really get under way. So 
far, existing boom potentials have 
not even been dented, largely be- 
cause of the production lag during 
the latter part of last year. 

It is expectation of this busi- 
ness boom which, as we know, has 
been the main driving force be- 
hind the current bull market in 
stocks. Of late, the transitional 
hurdles still to be overcome, and 
especially the price-labor dilemma, 
have not been without effect on 
market sentiment. There has been 
awareness of the possibility that 
economic policies to be decided 
during the next few months may 
have an important bearing on the 
corporate earnings outlook. Essen- 
tially, however, the market is 
looking beyond the adjustment pe- 
riod to the subsequent boom pe- 
riod and, it is hoped, ultimately 
still higher stock prices. There are 
many fundamental factors at work 
which are expected to make this 
inevitable. The inflationary trend, 
existence of vast idle funds, the 
scarcity of investment media, the 
prospect of continuation of low 
money rates and above all the ex- 
cellent business prospects with 
their promise of good corporate 
earnings and higher dividends are 
the most outstanding ones. But a 
good deal of the hopes and prom- 
ises has already been discounted; 
1946 will provide at least a partial 
answer to the question whether 
today’s stock prices are not yet 
out of line with potentials. Hence 
marketwise, too, 1946 will be an 
important year. 





Great Demand for Invest- 
ment and Venture Capital 
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these are measured by the yard- 
stick of stock market appreciation 
rather than the compounding of 
income which has accrued through 
long term growth, mostly by vir- 
tue of stock dividends. Thus, for 
example, it is interesting to note 
that in thirty years, funds origi- 
nally invested in International 
Business Machines have increased 
in market value near thirty times 
over, which is only another way of 
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Some unusual items on Petroleum Products 














“INK” FOR THE largest billboard possi- 
ble contains a secret chemical and a 
light engine oil—permits fliers to sky- 
| write smoke words often a mile tall. 
| Using a gallon of this smoke-making 
compound for each letter, the pilot 
pulls a switch releasing the oily fluid 
into the engine’s exhaust manifold— 
where it is vaporized and expelled by 
the engine’s exhaust. 











matic-tired vehicle, was designed and built by 
engineers of Gulf’s Research & Development 
Company to carry geophysicists through marsh 
lands in their search for oil. The “buggy”’ per- 
mits geophysical surveys to be made in areas 
which are otherwise inaccessible. 




















































“BACTERIA TRAP“— that’s the new 
invisible oil film which has been tested 
by the Army and Navy for trapping 
bacteria to keep them out of the air of 
hospital rooms and wards. Mopped on 
floors and laundered into blankets, 
this odorless product cuts the count 
of air-borne bacteria by as much as 
90% per cubic foot of air. 


ONE OF THE LARGEST molecular stills ever 
created is all one piece of glass—was built 
by the Gulf Fellowship at Mellon Insti- 
tute. This still helps Gulf chemists sepa- 
rate oils into hundreds of component frac- 
tions and unravel problems facing petro- 
leum laboratories. 


Published by the Gulf Oil Corpo- 
ration and the Gulf Refining 
Company to give a glimpse into 
the many ways petroleum prod- 
ucts fit into everyday life. 
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saying that the original income 
has expanded in like manner. 
Skeptics fear that growth op- 
portunities such as the above will 
no longer present themselves, but 
they overlook two things: (1) 
Whereas obvious above-average 
risk attends investment in any 
new enterprise, time minimizes 
the hazard with well managed 
concerns; for instance, an invest- 
ment in IBM made at any time 
during the last three decades 
would now be considered emi- 
nently satisfactory. The rate of 
growth for many concerns may 





















decline without reaching a perma- 
nent ceiling. (2) Industries such 
as the railroads, automobiles and 
electricity, which in past periods 
were largely responsible for major 
growth trends in our economy 
have by no means exhausted their 
potentials, as some dismal proph- 
ets proclaim. 

Rather, the imagination is stag- 
gered by the possibilities unfold- 
ing from the results of wartime 
research. Atomic power, aviation, 
electronics, plastics, new alloys, 
technological improvements and 

(Please turn to next page) 
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ment and Venture Capital 
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chemical discoveries promise to 
revolutionize all previous concepts 
of peak production and to swell 
consumer demand by the lowering 
of prices in the long run. And the 
simple fact is that growth in any 
one industry compounds the 
growth of many others. Supple- 
menting and sustaining the up- 
surge in automotive production in 
the 1920s, for instance, were thou- 
sands of independent parts mak- 
ers whose individual inventiveness 
and efficiency contributed greatly 
to the larger picture. 

It is impossible, of course, to 
foresee the industrial changes 
which may emerge as postwar ac- 
tivities become realistic, but how 
any one can doubt the increasing 
demand for investment and ven- 
ture capital, and the overwhelm- 
ing odds that favor its profitable 
employment, is a mystery. Rapid 
growth in aviation is likely to 
change whole centers of popula- 
tion by bringing the most remote 
areas within commuting distance, 
and by means of cheap power, 
agricultural production appears 
certain to achieve new definitions 
of volume and cost. One can scan 
the entire roster of industries 
with the knowledge that all are 
alive to new possibilities never be- 
fore envisaged, and fully prepared 














Bright Outlook for 
SUGAR STOCKS ? 


i penier Sugar prices and an in- 
dicated increase in production 
places Cuban sugar producers in a 
stronger position for 1946. Have 
Sugar stocks already discounted 
this improvement, or do the pros- 
pects of larger earnings and divi- 
dends justify higher stock prices? 


7 Stocks Analyzed 


In addition to a review of the Sugar In- 
dustry, the current UNITED Report car- 
ries brief analyses of 7 leading Cuban sugar 
producers with data on production, earn- 
ings, and dividends. If you are interested in 
an industry not affected by domestic re- 
conversion problems — 


Send for Bulletin MW7 
UNITED BUSINESS SERVICE 


210 Newbury St. ~ r Boston 16, Mass. 
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to compete for the consumer 
dollar. 

Granted that a broad range of 
investment opportunities will ap- 
pear, after the current transitional 
valley has been crossed, and when 
labor and management settle down 
to tackle the task ahead of them, 
the most important step will be to 
siphon from the growing pool of 
individual incomes and savings a 
reasonable tide of investment 
funds. 85 million people in the 
country now own the best invest- 
ment in the world, Government 
bonds, but as time goes on it is 
hoped that many of these, now 
not holding other securities, will 
swell the ranks of the nearly 
twenty million of courageous in- 
vestors who have been instrumen- 
tal in financing our past growth. 

To this end, Washington must 
lend a hand in simplifying the 
physical procedure of raising legi- 
timate capital, investment bankers 
generally must broaden their poli- 
cies of distribution, and banks will 
have to take a few more steps to 
liberalize their dictums. Most as- 
suredly, if the people can finance 
a war, they can be counted on to 
finance the peace. 





Loan to Britain Shapes 
Postwar Trade Pattern 
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In view of all this, the Anglo- 
American agreement is far from 
being in the nature of a treaty 
to supersede war-time trade prac- 
tices with world-wide free trade 
or anything approaching it. The 
British merely have agreed to 
support the United States pro- 
posals at an international con- 
ference to be held next year, and 
themselves to work in the direc- 
tion of ultimately freer trade. In 
short, it is a first step toward 
eventual achievement of this goal 
which is still pretty far off. Even 
specified conformation on Bri- 
tain’s part to the professed aims 
for an unrestricted international 
trade policy must await future 
negotiation, quite apart from the 
exigencies of British domestic 
policy which in itself is no neg- 
ligible factor as divulged by the 
bitter debate preceding Parlia- 
ment’s ratification of the agree- 
ment. Realistically viewed, the 
proposed credit to Britain may 
be of temporary assistance to 
that country but for all we know, 
it may not constitute a perma- 
nent solution of her postwar 
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ments into equilibrium. Signing 
of the British loan agreement 
broke the log jam that held up 
implementation of Bretton Woods. 
Following British ratification of 
both, some 24 nations including 
the U. S. have now signed the 
Bretton Woods fiscal agreements 
providing for the organization of 
the International Bank and the 
International Monetary Fund. 


Recognition of Our Own Interest 


In general there is recognition 
of our interest in achieving stabil- 
ity in international economic re- 
lations, in the reconstruction of 
Britain’s position, the enlargement 
of the world area in which the 
free enterprise system can func- 
tion, in the stabilization of ex- 
change rates and release from all 
forms of governmental restric- 
tions and controls which hamper 
foreign trade. Bretton Woods and 
the Anglo-British agreements are 
to help achieve this. The alterna- 
tive, an economic conflict between 
a sterling and a dollar bloc would 
be a calamity of unforeseeable 
consequences, quite apart from 
its political implications. The Brit- 
ish loan therefore serves a defi- 
nite and constructive purpose. 
Also, by stimulating world trade 
and especially trade with the Em- 
pire, it will contribute to employ- 
ment at home; restriction of such 
trade, were the loan not made, 
would almost certainly contribute 
to unemployment once the imme- 
diate postwar boom has petered 
out. 


There is another angle. The loan 
JANUARY 5, 1946 





to Britain will certainly accentu- 
ate the inflationary lift to our 
domestic economy inherent in our 
lending activities abroad. Already 
provisions for credits to be ex- 
tended over the next five years by 
various lending agencies total 
some $20 billion. Together with 
private lending, the aggregate 
may easily reach $5 or $7 billion 
more. The dollars thus provided 
will largely come back to the Am- 
erican market in the form of pur- 
chasing power and for a time may 
prolong the large accumulated de- 
ficiencies of many types of goods 
in this country. Thus while it may 
stimulate our postwar economy, it 
will also tend to delay the day 
when demand and supply will 
again be in balance, when infla- 
tionary pressure against the price 
level will abate or cease. 


Altogether, there are a good 
many pros and cons that come to 
mind when weighing the British 
loan project. Its soundness in 
principle cannot be denied though 
questions have been raised as to 
the amount and the terms in- 
volved. Purely from a business 
standpoint, a good case can be 
made in favor of the credit in 
spite of the fact that the money 
advanced will be taxpayers’ 
money, the first time during a 
period of peace that such a loan 
has been offered either for the 
specific purpose of rehabilitation 
and reconstruction or as a means 
of promoting economic stability in 
the world. In its broader aspects 
the move however, was almost 
imperative in order to prevent 
disintegration of the European 
economic structure and particu- 
larly the impairment of the eco- 
nomic strength of the whole Brit- 
ish Empire. Private financing on 
such a scale was out of the ques- 
tion. And without the credit, we 
might not be able to sell abroad 
in a volume which could very well 
spell the difference between pros- 
perity and depression for our- 
selves. 


Other Agreements Needed 


However the deal, while it cre- 
ates a sound framework around 
which to develop long-term com- 
mercial policy, must still be sup- 
plemented by new pacts on a 
whole series of vital issues includ- 
ing tariff reductions. While it is 
a means to a constructive end, it 
also is only a beginning in the 
direction of the new postwar 
trade pattern envisaged. 
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Industrial Loan 
Corporation 
DIVIDEND NOTICE 


Dividends were declared on No- 

vember 30, 1945 by the Board of 

Directors, payable Dec. 31, 1945 to 

stockholders of record at close of 

business Dec. 15, 1945, as follows: 
PRIOR PREFERENCE STOCK 
$2.50 Dividend Series of 1938 

62!/.¢ per share 


(for quarterly period ending Dec. 31, 1945) 





COMMON STOCK 
30¢ per share 


In addition, on Dec. 27, 1945 the 
Board declared a yearend divi- 
dend of 30¢ per share on Common 
Stock, payable Jan. 22, 1946 to 
stockholders of record at close of 
business Jan. 7, 1946. 7 
Puitip KAPINAS 
Treasurer 











* * 


Universal Pictures 
Company, inc. 


© 


DIVIDEND 


The Board of Directors has deciared 
a quarterly dividend of 50c per share 
on the outstanding stock of the Com- 
pany, payabie January 31, 1946 to 
stockholders of record at the close of 
business on january 15, 1946, 
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Special Reappraisal Survey 
of Low-Priced Stocks 





(Continued from page 392) 


bodies, tractor attachments for 
road building machinery, large 
tanks for trucks and trailers, air 
conditioning and heating equip- 
ment and motor boats. Past earn- 
ings have been erratic but greater 
diversity of interests may have a 
stabilizing influence in peacetime 
years. Estimates place earnings 
for the past fiscal year around 60 
cents a share, against $1 in 1944. 
The 10-cent quarterly appears suf- 
ficiently conservative to warrant 
continuation. 

Activities of Lone Star Gas em- 
brace production, transmission 
and distribution of natural gas in 
an extensive territory which in- 
cludes the cities of Dallas and 
Fort Worth. Sales are predomi- 
nantly for household use, making 
for stable revenues. Earnings last 
year were probably equal to about 
$1 a share, and on the basis of 
dividends totalling 70 cents in 
1945, the shares offer a yield of 
better than 4 per cent at recent 
levels around 16. 

Mead Corp. manufactures white 
magazine paper and liner boards. 
Company is also the largest do- 
mestic producer of chestnut wood 
and bark extracts used in the tan- 
ning of leather. Output of white 
paper is sold to a number of large 
national magazines under contract. 
Recent years have witnessed im- 
provement in finances and reduced 
interest charges. Earnings record 
has been erratic. Current outlook 
is favored by substantially in- 
creased use of white paper. Tax 
relief will also be a factor. Earn- 
ings in 1945 are estimated at bet- 
ter than $1 a share. Dividends, in- 
cluding a 10-cent extra, totalled 
70 cents last year. 

National Fuel Gas shares have 
an unbroken dividend record dat- 
ing back to 1909. Company en- 
gages in the production and dis- 
tribution of manufactured and 
natural gas in western Pennsylva- 
nia, New York and eastern Ohio. 
Industrial consumers account for 
about 15 per cent of revenue. 
Some 4,500 producing wells are 
owned and natural gas reserves are 
estimated to have a life of 15 to 
20 years. Financial position is ex- 
cellent. Earnings last year were 
probably moderately higher than 
the 81 cents a share shown in 
1944. Earnings stability and ade- 
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quate finances permit a liberal 
dividend policy and the present 
20-cent quarterly rate affords a 
yield of better than 5 per cent on 
the shares, at recent levels around 
15. 

Output of National Supply con- 
sists principally of machinery, 
equipment, tools and pipe for the 
oil and gas industries. Branch 
stores are located throughout the 
principal oil fields. Company’s 
funded debt was completely elimi- 
nated in 1944 and the latest balance 
sheet showed a strong financial 
position. Earnings last year are 
expected to be moderately under 
$2 a share, which would compare 
with $2.18 for the common in 
1944. Pending discharge of $2.50 
back dividends on the $2 preferred 
shares, no common dividends will 
be paid. Expansion plans in all 
phases of the oil industry augur 
favorably for current prospects 
and the shares, despite their vola- 
tility, are not without speculative 
promise. 


Good Outlook 


Van Norman Co. manufactures 
a diversified line of specialized ma- 
chine tools and despite the char- 
acteristically wide variations in 
the earnings of machine tool com- 
panies, earnings have been some- 
what better than the average. Net 
for the forty weeks to October 6, 
last, was equal to 95 cents a share 
on the 240,000 shares which com- 
prise the entiré capitalization. In 
the comparable period of 1944 net 
was equal to 96 cents a share. Div- 
idends paid last year totalled 
$1.10. Tax relief this year will go 
far toward offsetting a possible 
decline in earnings pending an in- 
creased supply of raw materials 
and workers. Latent demand for 
nev machine tools is considerable, 
both here and abroad. 





Bond Market 
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the postwar period and while the 
issue is of second grade calibre, 
investment results should on the 
whole prove satisfactory. Present 
price is one point above the near- 
est call price of 104, but an early 
call does not appear likely. It is 
noteworthy that since 1939, Ar- 
mour has reduced long term debt 
and subsidiary preferred stock to 
the extent of- nearly $21 million 
and fixed charges have been re- 
duced about $1.6 million annually. 
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Wartime Balance Sheet 
of Agriculture 





(Continued from page 394) 


Farmers, meanwhile, well heeled 
financially and with little cause 
for worry over the immediate 
months, have not been particular- 
ly vociferous in their demands on 
Washington and so far there has 
been no organized support for the 
proposed revision in parity sched- 
ules. If precedent is any criterion, 
however, the whole matter of 
farm prices will figure prominent- 
ly on the Washington scene in 
1947 and 1948. Secretary Ander- 
son’s proposals may be in the 
nature of a “trial balloon” testing 
how much and how far the Ad- 
ministration can go in opposing 
farm-price legislation. 





Answers to Inquiries 





(Continued from page 410) 
issue continues to have further 
speculative attraction for the 
longer term, it is vulnerable at 
current high market. Earnings 
for 1944 amounted to $2.54 a share 
and for the first nine months of 
1945 equaled $2.30 a share. Divi- 
dend payments for the current 
year totaled $1.00 a share. Com- 
pany’s expansion program includes 
application for extension of pres- 
ent domestic lines to the Pacific 
Coast, Canada, Kansas City, Min- 
neapolis and St. Paul, and estab- 
lishment of foreign lines to Mex- 
ico, the Caribbean and other parts 
of Latin-America. 

The stocks that have had the 
largest percentage advance in this 
long bull market have been the 
low price speculative issues. How- 
ever, as safety of principal is very 
important to you, this type of 
equity is too risky at present. 

In our opinion, you would have 
a better chance of achieving your 
goal of substantial enhancement 
of capital by switching into a di- 
versified list of good grade, me- 
dium priced stocks, such as those 
favorably reviewed in the January 
issues of our magazine. We hope 
your dream of buying a farm 
comes true. Good luck! 


Western Union Telegraph 

Please advise the uoltok for Western 
Union Telegraph Co. I own 50 shares of 

class A stock. Shall I hold or sell? 
—E. S., Richmond, Va. 
Western Union Telegraph Co., 
since the end of the war, reports 
a considerable volume of domestic 
(Please turn to page 426) 
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telegraphing has been generated 
by reconversion activities in vari- 
ous industries. As a result, land- 
line revenues have been running 
higher than before Japan’s capitu- 
lation. Company states that tele- 
graph revenues in the months to 
come, however, will depend upon 
the progress of reconversion and 
the level of peacetime general 
business. 

Plans to establish thousands of 
super high-frequency radio-beam 
stations on towers across the coun- 
try, over which eventually a thou- 
sand or more telegraph messages, 
facsimile and teletype, could be 
sent simultaneously, were an- 
nounced recently by A. N. Wil- 
liams, President of the Western 
Union Telegraph Company. 

In time much of the Western 
Union system of 2,300,000 miles 
of wire channels will be replaced 
by radio beams, it is expected, but 
the present wire lines will not be 
removed until the radio system 
has been approved for permanent 
operation by the Federal Commu- 
nications Commission. Mr. Wil- 
liams said the radio plan would 
make it possible to set up circuits 
of far greater number and utility 
than could be expected at present 
from any wire system. 

The eompany is not looking for 
any immediate reduction in the 
cost of sending telegrams as an 
outgrowth of radio transmission 
but the emphasis would be rather 
on “improved service.” 


Earnings on the $2 non cum 
Participating Class A stock for 
the twelve months ended Sept. 30, 
1945, amounted to $6.48 a share, 
compared with $7.05 a share in 
the same period of the previous 
year. Tax relief in 1946 will pro- 
vide a substantial cushion against 
rising labor costs. 

In view of the favorable outlook, 
we recommend retention. 


Liquid Carbonic Corp. 


Please advise what products Liquid Car- 
bonic Corp. manufactures and their earnings. 
—K. T., Boston, Mass. 


Liquid Carbonic Corp. manufac- 
tures carbonic gas, (liquid carbon 
dioxide) flavoring extracts, soda 
fountain and bottling equipment, 
dry ice, ice cream cabinets, home 
freezer units, oxygen, acetylene 
and medical gases and welding and 
cutting torches and other equip- 
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ment necessary in application and 
use of oxygen and acetylene. 

Company reports for the fiscal 
year ended Sept. 30, 1945, net in- 
come of $1,522,585 equivalent 
after preferred dividend require- 
ments to $1.91 a common share. 
This compares with net income of 
$1,747,401 or $2.22 a share, for 
the corresponding period of the 
previous year. 

As a means of financing expan- 
sion plans, the directors have ap- 
proved a new issue of 72,810 
shares of convertible preferred 
stock of $100 par value which will 
be offered for subscription to com- 
mon stock holders. The unsub- 
scribed portion if any, is to be sold 
to investment underwriters for 
public offering. The proposed fi- 
nancing is to be presented to stock- 
holders for approval at the annual 
meeting January 10. 

Company expects to build a new 
plant in Chicago, to increase its 
soda fountain and bottling ma- 
chine division. A new carbonic 
plant is under construction in 
Belleville, N. J., and additional 
plants will be built in Morrison, 
Ill., Brazil, and Venezuela. 





Common Stocks of High 
Investment Calibre 
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torically low rates. In many in- 
stances, a theoretical disadvan- 
tage to equity holders has arisen 
by the creation of large new 
capital issues senior to the com- 
mon, but, as pointed out earlier 
this adverse factor is offset by 
the very low rates assured by 
financing in this manner. To bol- 
ster working capital, numerous 
strong concerns such as Bristol- 
Myers, Sterling Drug and E. R. 
Squibb have gone into the money 
market on a large scale and as 
the additional capital is sure to 
be profitably employed, earnings 
potentials for the _ respective 
equities have only been bettered 
by such measures. 

An encouraging aspect in the 
output of new securities during 
the current year has been a trend 
towards increased sale of pre- 
ferred and common stocks. $78.7 
million of preferred were offered 
in September compared with an 
average of $64.7 million in pre- 
ceding months of the year and 
far in excess of relative figures 
during the past four years. Bet- 
ter yet is the showing of com- 
mon stocks appearing on the 
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market; $35 million were offered 
in September against $14 million 
in August and compared with a 
monthly average of about $15 
million during war years. This 
is a most healthy sign pointing 
to the gradual emergence of ven- 
ture capital from its long ob- 
security; it may be a forerunner 
to increasing reliance upon equity 
issues as we enter the enticing 
industrial era ahead. 





As I See It! 
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ders to think of the cost of real 
agreement on vital issues. 


Let’s see what concessions we 
had to make just to “reestablish 
cordial relations.” We have ex- 
pressed our readiness to deal Rus- 
sia in on the atom bomb—within 
the framework of a system of 
international control. There may 
have been no practical alterna- 
tive to the formula evolved in 
this connection, yet it is doubtful 
that the UNO or any collective 
security organization, no matter 
how wide their powers, can pre- 
vent the production of atomic 
weapons by countries determined 
to utilize them for military pur- 
poses. Hence the decision was 
probably a realistic one; but the 
fact remains that we have noth- 
ing to show in return. 

We have dealt Russia in on con- 
trol of Japan, a sweeping conces- 
sion indeed considering the fact 
that we have won the war against 
Japan virtually  single-handed. 
The council on Japan definitely in- 
jects Russia unto the scene, tend- 
ing to impair American policy. 
The veto clause is apt to give 
Russia tremendous nuisance value 
and added bargaining power that 
may well be used in pursuit of 
goals wholly extraneous to ques- 
tions of policy towards Japan. The 
same of course applies to the 
agreement on Korea. Here, too, 
Russia’s_ position has _ been 
strengthened. 

As to the agreements on East- 
ern European peace _ treaties, 
nothing much has been changed. 
A face-saving formula has been 
evolved apparently on the theory 
that no matter how distasteful 
conditions may be in such coun- 
tries as Rumania and Bulgaria, 
nothing is gained by standing on 
our refusal to have anything to 
do with their Russian-dominated 
governments. Without question, 
these Governments will be recog- 
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nized before long by the western 
allies. 

The official communique is ex- 
tremely vague on the question of 
China; it repeats oft-heard plati- 
tudes but lacks any reference to 
concrete and harmonious action 
in the interest of early settle- 
ment of the Chinese muddle. 
Withdrawal of Soviet forces from 
Manchuria, we hear, has _ been 
postponed until February 1 at 
the request of the Chinese. 


Now to the omissions. Nothing 
is said in the communique about 
the most burning issues, those in- 
volving Iran and Turkey. Iran has 
been discussed, we hear, but no 
agreement was reached. The con- 
versations apparently were 
blocked by the unyielding Rus- 
sian contention that the move- 
ment of Azerbaijan autonomists 
is “entirely spontaneous and nor- 
mal,” that Russia has nothing to 
do with it. Obviously, Russia 
views the situation there as a 
fait accompli; it is now develop- 
ing into a widely ramified Middle 
Eastern crisis with emphasis 
shifting towards Turkey. The 
entire Middle Eastern complex, 
however, apparently remained 
outside of the area of tentative 
agreement or even detailed dis- 
cussion. Nor has there been men- 
tion of Mediterranean aspects. 
Secretary Byrnes clearly stated 
that “there is no agreement on 
any subject which is not covered 
in the communique.” 


Better than anything, these 
omissions no less than the con- 
cessions we were forced to make 
to reestablish a semblance of al- 
lied harmony show the rockiness 
of the road ahead in our effort 
to establish a durable peace in ac- 
cord with UNO principles. It has 
been widely recognized that un- 
less the Big Three reached some 
basis for mutual approach to 
world problems, there would be 
no peace; that the general as- 
sembly of the UNO would be a 
hollow sham and that the world 
would be divided into two poten- 
tially hostile blocs. On basis of 
the Moscow results, we cannot see 
how these fears can now be con- 
sidered dispelled. Russia has been 
a hard bargainer and came off 
best. To clear the atmosphere will 
take far more of the spirit of give 
and take, and not just “give” on 
the part of the western allies. 
And that spirit, as far as Russia 


is concerned, is still lacking. One 


might well ask: What will she 
want next? Maybe Alaska? 


JANUARY 5, 1946 
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Put Your SAVINGS 
To Work Today 


SAVE BY MAIL 


Write for details or send check or money order payable to 


ST. PAUL FEDERAL 
Savings & Loan Association 
2116 W. CERMAK RD., CHICAGO 


Never less than 3% Dividend in 56 Years and without loss of a 
single dollar to any investor. 


THE SAFETY OF YOUR IN- 
VESTMENT INSURED UP TO 
$5,000 BY A U. S. GOVERN- 
MENT INSTRUMENTALITY. 


@ Corporation and 
@ Trust Funds invited. 


Reserves over $475,000 











So You Want To Go Into 
Your Own Business 
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countant. His fee won’t be large 
and it will be worth it. 

Another important — very im- 
portant—point is the lease. Ver- 
ify its duration and whether or 
not there is provision for renewal. 
Watch out for “escalator clauses” 
in connection with renewals. They 
may mean a sizable boost in the 
rental after the present term of 
the lease expires. A California 
veteran applied to the bank for a 
loan to aid him in the purchase of 
a $15,000 business. When the 
bank investigated, however, it 
found that the establishment was 
being operated on a month-to- 
month lease. 

And while on the subject, the 
writer would like to point out that 
the provisions of the G.I. Bill of 
Rights relating to loans to vet- 
erans who wish to acquire their 
own business are actually a 
“safety valve.” There has been a 
lot of articulate grumbling on the 
part of veterans who have gone to 
a bank for a business loan with 


high hopes only to have their ap- 
plication rejected. Much of their 
disappointment is due to lack of 
thorough understanding of the 
G.I. Bill, but in many cases they 
find that the banks have discov- 
ered some drawback in the propo- 
sition of which the veteran was 
unaware. 

Banks are in the business of 
lending money and are just as 
anxious to do business with the 
veteran as he is. Nor are banks 
unwilling to take a reasonable 
risk, but when they find the vet- 
eran is being urged to pay an in- 
flated price for a business which 
has little in the way of tangible 
assets, they will probably turn 
down the loan as being in the best 
interests of the veteran, as well 
as their own. 

Local banks can render invalu- 
able assistance and advice to a 
prospective businessman. Even if 
they don’t lend you any money, 
they may still be able to save you 
a lot of your own. 

The most frequent misconcep- 
tion which veterans seem to have 
with regard to the loan provi- 
sions of the G.I. Bill of Rights 
arises from the Government guar- 


(Continued on page 428) 
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WHAT BOOKS DO YOU WANT? 
We quote lowest market prices. No charge for 
locating Hard-to-Find and Out-of-Print Books. 
All books OLD or NEW, mailed POST-FREE. 

SEARCHLIGHT BOOK BUSINESS 

22 East !7th St., New York City 














PACIFIC GAS AND ELECTRIC CO. 
DIVIDEND NOTICE 
Common Stock Dividend No. 120 


A cash dividend declared by the Board 
of Directors on December 19, 1945, 
for the fourth quarter of the year 1945, 
equal to 2% of its par value, will be 
paid upon the Common Capital Stock 
of this Company by check on January 
15, 1946, to shareholders of record at 
the close of business on December 28, 
1945. The Transfer Books will not be 
closed. 

E. J. Becxett, Treasurer 


San Francisco, California 














JOHN MORRELL & CO. 
DIVIDEND No. 66 
F Daj A dividend of Fifty 
AY Celenel ) Cents ($0.50) per share 
Weegee on the capital stock of 


meats4 John Morrell & Co., 


‘ will be paid January 
31, 1946, its stockholders of record 
January 12, 1946, as shown on the 


books of the Company. 
GEORGE A, MORRELL, 
Vice-Pres. and Treas, 








Ottumwa, Iowa 








antee of a portion of the loan. 
Many ex-servicemen have applied 
to banks for loans to start their 
own business under the impres- 
sion that the Government will 
GIVE them up to $2,000 as a part 
of the loan. Nothing could be 
further from the truth. 

At Separation Centers, the vet- 
eran is thoroughly briefed as to 
his rights and privileges under 
the G.I. Bill, but the probabilities 
are that with his mind on his 
discharge and home, he pays 
scant attention. He may remem- 
ber that something was said 
“about $2,000” but that is all. 

In the first place, the Govern- 
ment does not lend the veteran 
any money. The banks do that. 
The Government does, however, 
stand ready to guarantee up to 
$2,000, or 50 per cent of the loan, 
whichever is smaller. The loan. 
under the present provisions of 
the Bill, is subject to final ap- 
proval by the Veterans Adminis- 
tration. If the loan is approved, 
the Government requires no in- 
terest on that portion of the loan 
which it guarantees for the first 
year that it is in force. 
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UNITED STATES NAVAL 
ACADEMY 
By John Crane and 
Lieut. James F. Kieley, U.S.N.R. 
144 pp. $5.00 

Founded in 1845, just a hundred years 
ago, the Naval Academy has played a 
major role in the nation’s history. Thus 
to review the romantic story of this cele- 
brated institution during its first century. 
was a happy choice on the part of the 
authors. In concise form the growth of 
the Academy is interestingly outlined, 
additionally made attractive by major 
emphasis upon large size illustrations of 
the changing scene during the years, 
these numerous pictures comprising the 
bulk of the book, Visualization of local 
scenes, ships and famous officers, past 
and present, round out a record which 
should find aspot on every library shelf. 


SHOULD PRICE CONTROL 


BE RETAINED? 
By Harold G. Moulton and 
Karl T. Schlotterbeck 
The Brookings Institution 43 pp. 50c 
With the subject of this book upper- 
most in the public mind, a highly skilled 
analysis such as this forms a solid basis 
for more formed opinions. An interest- 
ing study of the forces which after 
World War I created a boom and depres- 
sion period offers a rational comparison 
with those now facing the country, for 
in many respects current conditions have 
many points in common. Valid conclu- 
sions of the authors are that price con- 
trols to check inflation are needed at 
only few points, but that the push of 
rising wage costs carries far more seri- 
ous inflationary dangers. The average 
reader will find this brief study very 
interesting. 


THE AMERICAN REVIEW ON 
THE SOVIET UNION 


The American Russian Institute 108 pp. 65c 


To readers desirous of keeping abreast 
with Russia’s postwar status, this quar- 
terly periodical will prove of decided 
value. A feature of the current number 
is a discussion of Soviet-Czechoslovak 
trade relations, analyzing the effect of 
pre-war cartels in contrast to potentials 
now brightening the future, written by 
Zdenek Fierlinger, the Czech Prime Min- 
ister. Other articles by well posted 
authors describe the Soviet economic 
strength at the war’s end, the Jews in 
the USSR and an account of the Soviet 
Union at San Francisco, 


DEBTOR AND CREDITOR 
NATIONS 1938, 1944 

By Cleona Lewis 

The Brookings Institution 97 pp. 75¢ 


Any intelligent appraisal of America’s 
postwar foreign investment policies will 


entail a clearer understanding of inter. 
national balance sheets. The present 
debtor-creditor position of the different 
countries has undergone considerable 
change in the last seven years as a result 
of major shifts in loans and investments, 
While the current status of most nations 
is still somewhat obscure, an analysis of 
their position in 1938 is a valuable con- 
tribution to students of the picture, and 
completely detailed figures are made 
available in this study. 


AN INTERNATIONAL BILL OF 
THE RIGHTS OF MAN 
By H. Lauterpacht 
Columbia University Press 230 pp. $3.00 
A scholarly discussion of the need for 
international action to legalize the in- 
dividual rights of all people on the globe 
will be discovered in this volume. The 
book surveys the recurrent attempts dur, 
ing ages past to establish world-wide 
recognition of human rights, and the 
failure to adequately codify them. The 
author constructively shows in detail 
just how this lapse could be corrected by 
international agreement, even to the ex- 
act wording which would broadly accom: 
plish the objective. In view of an awak- 
ening interest in a world society, the 
book will be sought by numerous readers, 


INTERNATIONAL TRADE AND 
DOMESTIC EMPLOYMENT 
By Calvin B. Hoover 
McGraw-Hill Book Company 177 pp. $1.75 
A succinct and impartial analysis of 
the problems of expanding foreign trade 
in postwar, comprising fifth volume in 
a series of research studies for the Com- 
mittee for Economic Development, Dr, 
Hoover depicts our role in foreign com- 
merce, the effect of cartels and monopo- 
lies, shipping problems and tariff bar 
riers. Despite all the perplexities which 
loom up, the author optimistically fore 
sees an era of widespread expansion it 
foreign trade, with resultant benefits te 
our program for sustaining domestid 
employment at a high level. 


PUBLIC RELATIONS 
By Edward L. Bernays 
Bellman Publishing Co., Inc. 23 pp. 75¢ 
This monograph by the outstanding 
leader in public relations experience 
will serve as a guide to many less famil 
iar with the fundamentals of this very 
interesting profession. The author thor. 
oughly explains the basic principles in 
volved, the importance of weighing apti 
tudes and training, possibilities in the 
profession for both men and women 
ethics and potential remuneration. By 
covering the entire field in compact fash 
ion, the booklet clarifies in brief form 4 
rather complex subject. 





Conference committees in both 
the House and Senate have ap- 
proved a number of changes and 
modifications in the G.I. Bill of 
Rights which seem certain to be 


THE 


enacted by Congress at the next 
session. It is proposed that the 
requirement making it necessar 
for the Veterans Administratio 
to approve loans be eliminated 
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